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' CAN CHINA SURVIVE? 
| Hallett Abend and 
Anthony J. Billingham $3.00 


Here is a book that will open the eyes of a 
great many Americans who regard the situ- 
ation in the Far East as too remote to be 
bothered with. The authors, newspapermen 
who have been in China for several years, 
are equipped perhaps better than diplomats 
to estimate the real crux of the situation. 


The greatest imperialistic expansion of the 
last seventy-five years is now under way. 
Japan, in order to survive, must get control 
of China; not only for the food and markets 
that the mainland offers, but in order to 
protect herself against Russia. China, un- 
fortunately, has not been able to adapt 
herself to the rapidly changing conditions 
as Japan has done. As a result of the 
weakening effect of twenty years of civil 
war, China today cannot stand up for her 
rights against a nation with only one sixth 
of China’s population. She is waiting hope- 
fully for a world situation to pull her 
through. Only time will tell whether the 
United States will come to China’s aid to 
guard her stake in the East—the stake of a 
tremendous potential market. 





FORTUNE'S BEFORE 


You! 
Charles J. Collins 


$2.00 


Here is today’s plan for investing! It is a 
plan that will enable you to reap the benefits 
of increasing better times and so lay the 
foundations of a substantial fortune, whether 
you have a few hundred dollars or a few 
millions. A book that can be read in a 
couple of hours, FORTUNE’S BEFORE 
YOU! contains a great deal of terse and 
valuable comment that should not be over- 
looked. 


Here are some of the chapter titles: The Ideal 
Way of Making a Fortune—On These Three 
Laws Hang All the Profits—Bonds to Pre- 
vent Backsliding—Common Stocks to Move 
Ahead—Getting Acquainted With the Bull 
Market Leaders—Would War in Europe 
Stop the Recovery? — Investing $100,000 
More or Less. The general principles out- 
lined are the product of many years of obser- 
vation and they have been applied success- 
fully by many investors who are making a 
great deal of money. 





+ 


SLUMP AHEAD 
IN BONDS 
L. L. B. Angas $1.00 


All those holding bonds at present should 
read this book. According to Major Angas, 
bonds will fall and the stock market receive 
a temporary sympathetic shock as a result 
of administrative acts to prevent a wild 
price inflation. Positive deflation of the 
recently inflated bank credit currency will 
be necessary, and since almost every means 
of artificially deflated bank credit currency 
entails dearer money, and since the natural 
industrial demand is on the increase, it 
follows that the bond market will fall. 


A most interesting conclusion reached by 
Major Angas is the startling statement that 
since the policy of the Government is to 
control both booms and slumps, the whole 
trade cycle that we have known for so long 
may now be dead. 





HOW TO WIN FRIENDS 


AND INFLUENCE PEOPLE 
Dale Carnegie $2.00 


The author, founder of the Dale Carnegie 
Institute of Effective Speaking and Human 
Relations, has trained more than 15,000 busi- 
ness and professional men, including some 
of the most famous in the nation. From his 
unique experience comes this fascinating 
handbook on the problem of getting along 
with people. 


You will find every line of HOW TO WIN 
FRIENDS AND INFLUENCE PEOPLE 





packed with practical down-to-earth psycho)- 
ogy. You will be told, in Dale Carnegie’s 
staccato-like style, six ways to make people 
like you—twelve ways to win people to your 
way of thinking. You will be given ex- 
amples of letters that produced miraculous 
results—not to mention seven rules for mak- 
ing your home life happier. This is a book 


that you owe yourself to read, and once read, 
one that you will want to own for ready 
reference. 





UNITED STATES 
MASTER TAX GUIDE 


FOR 1937 $1.00 


Based on the Revenue Act of 1936, and the 
rules and regulations effective during the 
coming year, this booklet covers every type 
of tax levied by the Federal Government. 


Following a Tax Calendar, which enables the 
reader to find quickly any given rate and the 
dates on which the different taxes are due, 
the text goes on to enumerate the regulations 
covering incomes, corporations, holding com- 
panies, estates and trusts, installment sales, 
stock bonuses, sale of stocks and securities, 
reorganizations, dividends, pensions and 
compensations, etc. Of particular interest 
will be the paragraphs on Tax Avoidance 
versus Tax Exasion and chapters on pro- 
cedure, assessment and limitations. 


The complexities of the Federal Tax pro- 
gram make this handbook a virtual necessity 
in filing either an individual or a corporate 
return. 
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= time a wave of speculation 
focuses public attention upon low 
price stocks Wall Streeters find 
amusement in a variety of yarns, old 
and new. There is the classic con- 
cerning the odd-lot buyer who be- 
came enthusiastic over the prospect 
for aviation when Lindbergh flew the 
Atlantic and accordingly rushed to 
buy 20 shares of Seaboard Air Lines. 

Now comes a story that a broker 
recently received from London an 
order reading: “Buy two hundred 
Gray Hounds.” Why spoil a bit of 
fun by pointing out that the buyer 
probably specified “Greyhound” and 
that if the reported mistake was 
made it was probably made by the 
communications company? To treat 
it thus soberly would destroy the 
possibility of waggishly commenting 
on the British sport of “following the 
hounds.” 

Besides, this yarn has brought 
forth any number of speculative 
reminiscences. “The sport of fol- 
lowing the hounds is not confined to 
the British Isles,” writes one gentle- 





(ats and Dogs 


100 shares of a $12 stock than to 
buy a medium-sized odd lot of a 
popular and sound market leader. It 
is also true that if a $12 stock goes 
up 6 points the percentage apprecia- 


man. “Here in Wall Street we also 
have a sporting element whose keen- 
est thrill and greatest hope is the 
game of chasing the cats and dogs. 
1 personally have built up a safe 
deposit box full of the rarest speci- 
mens over the past twenty years. In 
fact, many of them are so rare that 
their names can no longer be found 
on any exchange. It has always 
been my hope some day to bag the 
rarest of dogs—the long-shot pup 
that makes good in a big way. Until 
then, Tallyho!” 

All of us can look back a few years 
ago when Chrysler sold at $5 a share, 
when Allis-Chalmers could have 
been bought at $4, when Briggs 
Manufacturing was valued at less 
than $3 and American Chain at less 
than $2. What a killing we could 
have made in those—and, of course, 
in hundreds of others! But that was 
a time of panic prices and to com- 
pare those opportunities with oppor- 
tunities in low price shares today 
would be ridiculous. 

True, it takes less capital to buy 


tion is 50 per cent. One would be 
well advised, however, to consider 
the other side of the question also. 
The workings of percentage are iden- 
tical on either side of the market. 
Even a 3-point reaction in your $12 
stock would involve a loss of 25 per 
cent. Moreover, if a stock is still 
priced at $12 or $18 or $22 a share 
after more than three years of a first 
class bull market you might well 
ponder the reason why. Usually 
there is a reason. Real bargains today 
do not long go overlooked by “insid- 
ers,’ by scores of watchful profes- 
sional analysts and by others who 
know more of the values involved 
than the average small investor. 
Nevertheless, there are a few low 
price equities of merit. You will 
find help in picking the less danger- 
ous to follow in the tabulation of 
stocks on page 633 of this issue. 





A New Relation of Price to Earnings 
In Buying Securities 
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With a great proportion of the manufacturing facilities of European 
countries given over to armament production and huge supplies of 
foodstuffs and other materials being accumulated against the day 
of hostilities, increasingly heavy demands for the products of 


American industries are materializing—see Peace or War, page 606. 
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The Trend of Events 


EXPANDING BUSINESS CREDIT .. . Commercial loans 
of member banks in leading cities have increased more 
than $800,000,000 during the past year and roughly 
8500,000,000 since the middle of 1936. The total on 
Feb. 10 was $4,117,000,000. The figures are impressive 
evidence of more active business and greater confidence 
among business men. Nevertheless they must be inter- 
preted in relation to the credit picture as a whole if they 
are not to be misleading. 

The greater part of American business is conducted 
by checks drawn on banks. The trend and volume of 
bank deposits and the activity of their turnover largely 
determine the volume of business transacted. Com- 
mercial bank deposits are created in two principal ways 
—by bank purchase of securities, either Government or 
otherwise; and by bank loans. The chief classes of loans 
are “other loans,” which are mainly commercial in type. 
loans on securities, loans on real estate and loans to 
brokers. By far the major portion of the vast expansion 
in deposits since the depression low has been due to bank 
purchase of Government bonds. In comparison with 
this, all other forms of credit expansion have been. and 
remain, modest. 

Commercial loans, while gradually rising, are only 
some 6 per cent larger than they were three years ago. 
Moreover, in effect upon total deposits, the increase of 
the past seven months has been virtually offset by bank 


liquidation of securities, both Government bonds and 
otherwise. The net effect since June, 1936, has been a 
marked slowing down in the rate of total credit expan- 
sion. Since we are virtua!ly at the end of Federal bor- 
rowing from the banks, continuation of the forward 
movement in business during the second half of this 
year and during 1938 will depend largely upon the rate 
of expansion in commercial loans during coming months 
and the velocity of turnover of existing deposits. Both 
of these factors will bear careful watching, for purchase 
of securities, loans on securities, loans to brokers and 
loans on real estate are most unlikely to play a vital part 
in the credit trend of the next six months or year. Real 
estate loans of member banks, for example, have in- 
creased only $11,000,000 in the past year. 


THE WAGE-PRICE SPIRAL ... Another series of wage 
increases in manufacturing industry is now sweeping 
over the country. Since the turn of the year higher 
scales have been granted by the tire companies, various 
motor and motor accessory companies and numerous 
less prominent concerns. A further wage boost in the 
steel industry is likely. These increases in most in- 
stances are superimposed on advances granted last 
autumn. In November and December more than 3,000,- 
000 industrial workers benefitted from wage raises. 





Business, Financiat and InvestMENT COUNSELORS 





- 1907 — “Over Twenty-Nine Years of Service” — 1937 








FEBRUARY 27, 1937 





601 





At first glance this tendency seems wholly favorable. 
Certainly it increases the purchasing power of these par- 
ticular workers and stimulates their demand for con- 
sumption goods. But the purchasing power of workers 
in manufacturing industry is now about 8 per cent higher 
than it was in 1929. Bear in mind that such workers 
constitute less than 25 per cent of our gainfully occupied 
population. Bear in mind also that the aggregate profits 
of manufacturing industry and the per capita volume of 
production are still well under the 1929 level. 

In other words, wage increases benefitting a minority 
of gainfully occupied workers are coming only in part out 
of increased unit productivity of those workers and are 
derived in greater part out of higher prices imposed up- 
on a majority of the gainfully occupied outside of manu- 
facturing. To the extent that these wage increases in- 
volve higher prices, they tend to cut into the purchasing 
power of millions of farmers, office workers, school teach- 
ers, public servants, service workers, professional people, 
etc. Nor is that the whole story. As data of the De- 
partment of Labor shows, even in manufacturing indus- 
try the benefits are going chiefly to workers already in 
the higher income ranks while workers in industries pay- 
ing low wages have experienced little gain. 

Thus critically examined, the present wage-price spiral 
is clearly dangerous and if continued will have ultimately 
unfortunate results. The Administration is taking great 
pains to prevent another 1929 speculative boom. The 
greater danger that we face is another 1919-1920 wage- 
price inflation, inevitably to be followed by the penalty 
of wage-price deflation. 


SHORTAGE OF METALS... Due to the combination 
of economic recovery over most of the world and record- 
breaking production of armaments, in most metal mar- 
kets the sellers increasingly have things their way. Mine 
production can not be expanded fast enough to keep 
pace with the demand. For example, the most recent 
statistics on zinc showed total supply of only 35,000 
tons at the end of January, equal to consumption for 
three weeks at the current rate. In the past, even in 
good times, supply usually equalled consuming needs for 
at least two months. 

Independent copper fabricators are showing concern 
over scarcity and fast mounting price of copper. Some 
of these are urging repeal of the tariff of 4 cents a pound 
in order that supplies from South America may come in 
and hold quotations in check. If we know our copper 
politics, this plea will be unheeded. 

Lead has just been raised to 6.50 cents a pound, the 
-highest quotation in many years. Subject to substantial 
business recession or the ending of the armaments race— 
neither of which is in sight—the basic price trend of 
ferrous and non-ferrous metals will continue upward. 


END OF "FREE RIDES" . . . No longer can any trader 
take a “free ride” by availing himself of the three-day 
grace period formerly allowed in putting up margin. 


The Federal Reserve Board is permitting the New York 
Stock Exchange itself to carry out the new restriction, 
which goes into effect March 1. As a change in the long 
series of Federal restrictions forced upon the financial 
community from without, this cooperative step will be 
welcomed. 

Reports on the way customers respond to margin calls 
will be compiled for each calendar week and filed with the 
Exchange. Amount of margin involved, time of margin 
call, time of customer’s response and type of margin 
furnished must be reported. The latter will reveal 
whether added margin derived from additional cash, 
additional collaterial or sale of collateral already in the 
account. The change will have no important effect on 
the course of security prices, which under existing condi- 
tions is determined predominantly by cash buying, and 
that it will materially curtail market activity is to be 
doubted. 


PUBLIC SPENDING .. . Tax experts of the Twentieth 
Century Fund forecast that annual Federal expenditures 
will decline substantially during the next four years. 
This should come as a grain of comfort to the harried 
individuals who are now filling out, or soon will be filling 
out, their 1936 income tax returns. But, unfortunately, 
the same experts see no possibility other than rising 
expenditures on the part of state governments. Thus to 
the taxpayers, and especially those afflicted with both 
Federal and state income taxes, it will be all the same. 

The lowest forecast of total governmental spending 
arrived at in this careful study sets the figure at 
$17,350,000,000 for 1940. This assumes decline in Fed- 
eral spending from 1936 figure of $8,880,000,000 to 
1940 figure of $5,352,000,000—but assumes that state 
spending meanwhile will mount from $2,639,000,000 to 
$4,698,000,000 and spending by localities from $5,880,- 
000,000 to $7,300,000,000. It is a safe bet that this fore- 
cast is more likely to err in its expectations as to Federal 
spending than as to a rise in state and local spending. 

Every taxpayer knows, of course, that “emergency 
taxes” never end. We have had a tremendous economic 
recovery, but governmental spending was bigger in 
1936 than in 1935 and will be still bigger this year. Since 
1930 the aggregate has increased by about 32 per cent 
and now is equivalent to more than 25 per cent of the 
national income. In short, government is determining 
the distribution of a huge and growing proportion of the 
fruits of private enterprise. We should not forget that 
it is private enterprise that feeds this widening maw and 
that there is a limit to what it can hand over for public 
spending and still flourish. 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 604. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, February 22, 1937. 
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- time for good public relations is before the 
event—not after the situation nullifies the effect of the 
good works. All the increases in wages that came after 
the settling of the sit-down strike may have been con- 
templated before the strike, yet they were not put in 
force at the proper time, and the result is that labor 
feels Mr. Lewis is responsible for their wage increases. 
They do not give corporations credit because they con- 
sider it was forced from them by the threat of new 
strike activities. 

It has long been evident that sound public relations 
is a great need of business today. I know that a num- 
ber of corporations retain counsel for this purpose. But 
judging from the attitude of the public toward big 
business one must conclude that the advice is not taken 
or the advice is not good. 

That business is inept in handling public relations is 
also evidenced in the business press. With few ex- 
ceptions the press seems 
ever on the defensive or 
obviously disconcerted 
over each move by the op- 
position. Because it is not 
judicious it does not gain 
the confidence or sympa- 
thy to which it is entitled. 
Rather it suggests bitter 
antagonism and emotional 
disorganization causing 
the reader to discount the 
assertions and to question 
the merit of the cause ex- 
pounded. 

Thus it is that the agi- 
tation against big business 
continues apace on one 
ground or another, while 
a flood of bills are con- 
tinuously pressing for en- 
actment with the purpose 
of further curbing and 
controlling business activi- 
ties. 

And yet, business ts 
the very staff of life for 
labor! 

Thus, too, it is that the 
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The Workers 


, As g See GE: BY CHARLES BENEDICT 


‘"AFTER THE HORSE 


IS STOLEN" 


great mass of people believe the President is the friend 
and protector of labor and that business is the greedy 
exploiter who must be forced to give labor its just due. 

Yet, all the President can do is to take from those 
who have and distribute to those who have not! 

It is business who creates the ideas, develops the 
inventions, and supplies the machinery that gives 
work, means of livelihood and opportunity to those 
who want it—with comfort, prosperity and a chance for 
advancement according to the capacity and application 
of the individual. 

It was the business man, not the politician, who de- 
veloped the cotton gin, the steamboat, the railroads, 
the telephone, the automobile, the airplane, ete. 
It was his ideas which grew into gigantic enterprises 
supplying work for millions of people and bringing pros- 
perity to the whole United States. 

And yet business does not get the credit for its great 
works of service to human- 
ity. It is not only because 
its opponents always 
dwell on and magnify its 
weaknesses when present- 
ing their case to the 
people, but because bus?- 
ness does not appeal to 
the masses through their 
emotions and imagination. 

Throughout history, 
mankind has _ responded 
to this appeal. In mod- 
ern times Lenin cap 
tured their imagination. 
The great leaders of an- 
cient days, whose names 
still live in the hearts of 
the people, also appealed 


to the inner-man. The 
names of Christ, Mo- 
hammed and _ Buddha. 


still thrill their souls. 
Although they lived thou- 
sands of years ago men are 
today still willing to die 
for their principles. 
While Moses, the great 
(Please turn to page 660) 
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The Wisest Market Policy Now 


BY A. T. MILLER 


I, is safe to say that the trend of aggregate corporate 
earning power and of total industrial activity right now 
is more bullish than is the current performance of the 
stock market. 

Average profits of industrial companies advanced more 
during 1936 than did the stock average. True, this is 
past history. True also, many people are wondering 
whether this year’s earnings can be equally good in the 
face of rising labor costs. Thus far. 
however, it is certain that higher wages 
have been virtually offset either by 
higher prices or larger volume or both. 
Moreover, current evidence points to 
almost boom activity in the most im- 
portant industries during the next sev- 
ezal months. In short, one is justified in 
forecasting that business volume and 
profits for the first half of 1937 will top 
those of a year ago by a generous mar- 
gin. Beyond that period it would be 
foolish to attempt prophecy. 

In view of this apparent prospect, 
why is the stock market cautious, in- 
creasingly irregular and selective? There 
appear to be various reasons. In the 
first place, despite growing speculation in many low 
price equities, investment buying for cash has been the 
backbone of the bull market; and sustained, general 
advance above the present level will depend largely 
upon investor ability and willingness to buy. Similarly, 
any important decline will depend mainly upon investor 
willingness to sell. An “on the fence” attitude by the 
general run of investors would make for a selective mar- 
ket without dynamic advance in the average price level. 

While there are strong spots present at almost all 
times, for example, stocks of the makers of heavy steel 
in recent weeks, an increasing number of good grade 
equities have lost momentum, reflecting waning of in- 
vestment demand. This is true of the leading motor 
stocks, so prominent in 1935 and 1936. As a generality, 
low interest rates—now that bottom has been put be- 
hind—are losing force as an influence stimulating new 
investment demand. Then too, the most significant de- 
velopment in the field of credit is that the rate of bank 
deposit expansion has dropped off greatly over the past 
six months. It was the creation of bank money between 
1933 and the middle of 1936 at the fastest rate ever 
known in peace time in this country—reflecting chiefly 
the Government’s deficit financing—that made possible 
such huge cash buying of securities during recent years 
and which also was largely responsible for the business 
recovery. 


604 





It is clear that the Government has turned from stimu- 
lation to control. A vital part of the control program is 
to halt bank deposit inflation by terminating deficit 
financing as well as by both qualitative and quantitative 
restriction of bank credit. Everyone will remember that 
it took some time for the “reflation” program to take 
hold. The recovery in 1933 and 1934 was halting and 
spotty. It may likewise take some time for the slack- 
ening: of credit expansion to affect either 
business or the stock market, but the 
fact remains that at the present time 
new bank money—with which stocks or 
anything else may be purchased—is not 
being created at anything like the rate 
prevailing during the first three years 
of the recovery. As we see it, this means 
that continuation of dynamic progress 
in economic activity and in the stock 
price level can only rest on increasing 
velocity of use of existing bank depos- 
its. No type of bank credit expansiop 
of the next year or so is likely remotely 
to approach the magnitude of the ex- 
pansion brought about by the 1933- 
1936 deficit financing. 

In the past there has always been a considerable lag 
before a slackened rate of credit expansion showed up 
in business activity, but it was the habit of older mar- 
kets to anticipate the effect. It is therefore quite prob- 
able that far-sighted investors are beginning to think ip 
terms of some kind of a business set-back, whether dur- 
ing the second half of the year or early in 1938. Both 
because of the logical conviction that any such business 
reaction would be of intermediate character—such, for 
example, as the set-backs of 1924 and 1927—and the 
workings of the heavy capital gains tax, this apparently 
growing investor caution does not imply probability of 
significant general liquidation but does indicate both a 
lessened total investment demand for stocks and a con- 
centration of that demand upon equities in which 
dynamic earnings gain for at least some months ahead 
seems obvious. 

Opposed to the less bullish credit outlook, of course, 
is the inflationary effects of the world armaments race 
upon commodities, both as to consuming demand and 
prices. We are, in fact, seeing a miniature war boom, 
but this is also to some extent a selectively bullish fac- 
tor since it affects a limited number of our industries 
far more importantly than it does our total economy. 
Moreover, doubt as to how long it will continue, as to 
the let-down that would follow any waning of war fears 
and as to our neutrality policy in the event of actual 
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Long-term investment factors governing the market remain 


bullish; and further selective short-term advance appears 


probable. In new trading and investment commitments, how- 


ever, we advise caution and close scrutiny of earnings trends. 


war makes this a rather unstable factor upon which to 
base anything more than relatively short-term market 
judgment. 

As for current news developments centering at Wash- 
ington, we have the curious result of decreased short- 
term uncertainty and increased longer-term uncertainty. 
The fight involving the Supreme Court has commanded 
the attention and energies both of advocates and oppo- 
nents of the President’s plan largely to the exclusion 
of all other matters. Thus regulatory legislation of vital 
concern to industry and trade will be delayed for an 
indefinite time. Meanwhile, speculation apparently need 
give no thought to any distasteful “surprise package” 
from the White House in the existing setting, especially 
since the complexities of “hot money” control have evi- 
dently proved so imposing as to preclude early action 
regarding either present foreign holdings of American 
securities or future demand. 

Regarding the longer-term implications of the Presi- 
dent’s desired “judiciary reform”—assuming it is put into 
effect—our conclusion is that its inflationary implications 
very likely will outweigh all deflationary possibilities. 

Summing up all visible factors, we are inclined to 
believe that the near term market outlook is for mod- 
erate additional advance of a selective character. Nor 
ean there be any alternative to a generally bullish atti- 


tude as regards the long term and basic trend of business 
and prices. This leaves for consideration only the inter- 
mediate prospect, by which we mean the next three or 
four months. Looking to this period we advise caution 
and close discrimination in new trading and investment 
commitments, with especial emphasis on nearby earn- 
ings prospects. 

In the current business scene quite the most remark- 
able performance is that of the steel industry. The mills, 
although operating at a new high rate of recovery, are 
again adding to their backlogs as new orders rup 
ahead of expanding shipments. Even though some 
of this activity may reflect forward buying due to fears 
of labor troubles, present backlogs and present incoming 
orders—the greater part reflecting actual consuming de- 
mand—are such as to insure a still higher operating rate 
for the early future. 

Motor production also is certain to loom large in the 
business picture as General Motors plants swing back 
into capacity operation; and the solidity of the produc- 
tion picture in this industry is certified to by January 
registration figures which show retail demand for cars 
32 per cent higher than a year ago. The trend of these 
two industries alone—and they are not alone—is enougb 
to insure that the business index can only go up over 
the near future. 
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Peace or War 


What Is America's Place in the Prospect? 


BY GEORGE BERKALEW 


Foreign Representative of Tae Macazine or WALL STREET 


“T) ; ; 
oO you want another war?” This question I have 
asked of all manner of people in different countries of 
the world. The gamut of personalities ranges from a 
former submarine commander in Hamburg to an inter- 
national banker in Berlin; from a titled administrator 
of Mussolini’s program of road reconstruction in the 
Milan to an Italian waiter escaping military service in 
Mentone; from a Russian diplomat tailored in Saville 
Row to a collective farmer braving the cold in his bar- 
racks of pine slats near Leningrad. The same question 
has been posed ad nauseum—to a French staff officer 
with subversive royalist tendencies, a tariff protected 
peasant on the wheat plains of Chartres; finally here in 
America a tax-exempt bondholder in the New York 
Metropolitan Club, a brotherly taxi driver in Times 
Square. “Do you want another war?” In each case the 
answer has been emphatically and unequivocally, “No.” 
Nation after nation as the post-war crisis has swept 
over its borders has sought to protect itself against the 
recurrence of another world conflict. Purely national 
measures of security have been adopted regardless of 
the fact that for the most part these measures have 
merely served to accentuate the danger of war. An up- 
ward revision of tariffs, drastic restrictions on foreign 
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trade, the stoppage of payments across frontiers, were 
designed with the primary intention of preserving peace. 
These measures have been able, however, to snatch 
merely a partial, and at best questionable, advantage 
for one country at the expense of the rest, and at the 
cost of inflicting a lower standard of living on the world 
as a whole. The policy of autarchy adopted by the 
major powers since 1918 has been a policy of national 
self-strangulation. Since 1918 and the signing of the 
now defunct treaty of Versailles, class antagonism has 
been festering; the struggle for territory continues un- 
checked, armament competition impoverishes national 
treasuries and postpones normal economic activity. 
Mounting tariffs have bred repressive dictatorships, the 
collapse of collective security within the framework of 
the League of Nations, a final acceptance by church and 
state alike of the futility of disarmament and a cynicism 
of all men in the street whether they trod the side- 
walks of the Unter den Linden, the Champs Elysees, the 
Strand or Broadway, concerning the sanctity of treaties 
or the efficacy of international agreements. 
Unemployment stalks across the world while states- 
men persist in a sit-down strike against the adoption of 
constructive measures to implant the foundations of a 
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stable economic order. But despite the inertia of polit- 
ical leadership, pressure of economic necessity is fast 
forcing a showdown on the unsolved problems inherited 
from 1918. 

War or peace ceases to be a purely academic issue. 
Under the economic strains and stresses, political regimes 
become discredited and a system of government must 
either go to war or give way. This statement applies 
particularly to Nazi Germany. Mussolini can gnaw with 
satisfaction for some time on the bone of his Abyssinian 
conquest; Stalin must stagger through several more five- 
year plans before he achieves the Utopia of a brand of 
collective capitalism now enjoyed in the United States; 
the Emperor of Japan can assuage his growing pains for 
an unlimited period in Manchuria, but Chancellor Hitler 
is definitely on the spot. 

It is now obvious not only to outside political observ- 
ers, but to der Fuehrer himself, that pride and propa- 
ganda cannot avert a fall. Seventy per cent of German 
industry is working solely, or as a result, of the rearma- 
ment program. Any let-up in rearmament would occa- 
sion widespread unemployment and engender a credit 
inflation of terrific proportions. In view of the con- 
tinuation of an informal but nevertheless officially ap- 
proved German war in Spain, coupled with the injection 
at this juncture for the return of German colonies, both 
the French and British governments re- 


Germany needs also these potential markets as an outlet 
for her highly perfected and -technically superior system 
of industrial production. 

Thus, unless a substitution can be made for cannon, 
in fats and other products of common consumption, 
Czechoslovakia provides the most tempting and least 
implicating point of conquest on the Eastern Frontier. 
An aerial bombardment of Prague could be effected be- 
fore the mobilization of Russia and thrust a wedge of 
political duress between Poland and the Little Entente. 
An overt act of this nature would produce more wide- 
spread repercussions than an assassination. The pov- 
erty and misery of central European countries constitute 
a factor which may change the course of political events 
in Europe during the near future. Destitute of that 
mystic manner which falls from Fascist heavens, they 
are an easy prey to foreign aggression. 

How frequently is the remark dropped by the average 
American, whether an industrial worker—a beneficiary 
of the epidemic of increased wages, or his second cousin 
once removed, the much malingned capitalist—enriched 
by a flood of extra dividends, that the affairs of Europe 
are of no concern of his. In spite of this inherent aver- 
sion to entangling alliances, each citizen of these United 
States cannot escape—willy nilly—the repercussions of 
developments abroad. 








gard Hitler’s conciliatory speech before the 
Reich in a negative sense—eliminating 
thereby the vain, delusive hope of either 


an arms limitation or a Rhineland pact to 120 
replace the treaty of Locarno. 

Stripped of its trimmings, the German rT 
colonial problem is essentially more polit- 


ical than economic. Mr. Eden temporizes val 
with the hinted proffer of the return of the 
French Cameroon and a portion of the 


Belgian Congo. German demands, how- — 
ever, include Tanganyika and a slice 
of the South African Union, both under 100 
British control. The Committee of Na- 
tional Defense in South Africa protests, 95 
punctuating its objections with an an- 
nouncement of a new and profitable gold- 90 


mining exploitation in Tanganyika— 
diamond mines in Southeast Africa. 
German statistics estimate that the 
Reich would have benefited to the amount 
of ninety million marks in 1935 from ex- 
ports of former German colonies. Aggre- 
gate imports into Germany for that year 75 
of products of colonial production approxi- 
mated six hundred million marks. It is 70 
obvious, therefore, that the German claim 
for colonies beclouds her real and impera- “ 
tive need for raw materials from sources 
more adjacent. To save Germany from 
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economic chaos colonies in themselves are 
not sufficient. The Nazi regime is des- 
perately in need, not only of raw materials 55 
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but of markets. It needs, obviously, the 
pigs of Yugoslavia, the ore and wheat of 
Roumania, the agricultural products of 























Poland. In addition to these attributes, 
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With the interdependence of the world’s leading cur- 
rencies, with the overlapping and dovetailing of the 
administration of the world’s leading industries, with 
the far-reaching ramifications of the world’s foreign 
trade, neutrality for any one country is a practical im- 
possibility. The Administration in Washington is fully 
aware of this and, recognizing the interdependence of na- 
tions on raw material supply, the State Department has 
dispatched Dr. Henry 
F. Grady to Geneva 
to make a special study 
of raw materials dis- 
tribution. This of course 
is a preventive, looking 
toward the prevention of 
war. On the other hand, 
this country is attempt- 
ing more positive steps 
to preserve our neutral- 
ity if hostilities actually 
break out. 

Today there are two 
bills before Congress— 
the bill of Senator Pitt- 
man, Chairman of the Foreign Relations 
Committee of the Senate; and the bill 
of Congressman McReynolds, Chairman 
of the Foreign Affairs Committee of the 
House, proposing a mandatory embargo 
virtually on all materials manufactured 
in the United States in the event of war. 
It is unlikely that either of these bills 
in their present form will become a law 
of the land. It is more likely that some 
discretionary power will be delegated to 
the President to define the nature and 
extent of our commerce with bellig- 
erents. 

It is not foreseen that Mr. Roosevelt will emulate 
the policy of Mr. Lansing, but it is predicted, and 
this assumption is warranted on the basis of prece- 
dent alone, that the neutrality legislation of the future 
will be directed and guided by the President. One 
fact is incontroversial—like Mr. Coolidge’s famous re- 
mark against sin in so far as war is concerned, the 
President is against it. Interdepartmental conferences 
in Washington labor under the delicate task of deter- 
mining whether cotton or copper constitute a war 
material. As one division chief expressed it, the export 
of pigs to belligerents is more explosive than bombs. 
Already a very substantial demand for canned foods, 
steel, wheat, cotton, mechanical appliances, has already 
been stimulated in American industry from foreign 
countries where capacity production has been reached 
with armament orders. Denuding the issue of strictly 
pacifist principles, can the United States remain neutral 
and refuse these orders destined for strictly commercial 
purposes? Unless we adopt an ostrich with its head in 
the sand attitude of political economy, any cessation of 
foreign demand, regardless of the salutary benefits of 
the NRA, the AAA or other palliatives to promote 
prosperity, will react adversely on the immediate trend 
of American recovery. 

As a potent instrument of peace the Hull commercial 
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treaties have been given widespread publicity. It ig 
inconceivable, however, that Mr. Runcimans’ conversa- 
tions with the President precluded the salient factor— 
in plain English, of whether or not a trade treaty can be 
consummated without the definite assurance that the 
United States will guarantee her industrial system to 
that of Great Britain in time of war. 

The seven and a half billion dollars invested in the 
American security market for foreign account is an item 
to conjure with. To us it represents the liability of any 
funds subject to sudden withdrawal, yet to remitting 
nations it is highly desirable to maintain sizable sums 
here against heavy purchases of needed materials. We 
have seen the war time confiscation of private invest- 
ments of British subjects in order to provide credits for 
munition purchases as well as Germany’s recent confis- 
cation of her nationals’ foreign holdings, as examples of 
how these sums may be used. “Hot money” will con- 
tinue as a complex problem in our preservation of neu- 
trality as well as a security market factor. 

Then there is the Johnson Act, presumably barring 
our lending to nations in default to us 
but nevertheless shot full of legal loop- 
holes. The recent financing of the 
Import-Export Bank to the extent of 
seventy-five per cent of the value of a 
cotton shipment to Italy is a case in 
point. The fine-haired distinction be- 
tween a debt defaulting country and its 
central bank demonstrates the elasticity 
to which both legislative and adminis- 
trative policy can be stretched. 

Obviously, we have a nice problem in 
sailing a middle course between financ- 
ing the preparation for European hos- 
tilities on one side and maintaining the 
foreign trade which is 
important to our con- 
tinuing business recov- 
ery on the other. 

We are willingly or 
not involved in the pre- 
liminary stages of a 
world conflict —a con- 
flict that may break out 
this year, but in all 
probability is a year or 
two hence. A most op- 
timistic forecast for 
United States neutrality 
resides in the assump- 
tion that the inertia of 
pacifist public opinion 

Top to bottom: Runciman, will keep this country 

Dr. Grady, Anthony Eden. out of war during the 
first vear or year and a half of any European conflict, 
and that the potential resistance of the so-called liberal 
democracies, France and England, aided and abetted by 
Russia and probably Italy, will be sufficiently strong to 
preclude ultimately the participation of this country. 

This prospect of American neutrality is, to be sure, 
optimistic, but nevertheless constitutes the one hope of 
avoiding direct implications abroad which we-so-euphem- 
istically presume to be no concern of ours. 
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Capital Gains Tax Revision Likely 


if Congress can find time to get around to it. 


BY FRANK M. LYNN 


Pace upon a time there was an excellent chaiice that 
during this session of Congress the Federal income taxes 
en investment profits would be reduced—once upon a 
time. Then came President Roosevelt with his Supreme 
Court “reform,” his government reorganization, his new 
farm control legislation, his wage and hour questions. 
When he had stacked up all that legislative timber in 
front of Congress and told it to saw wood, the question 
of relaxing the capital gains and losses section of the 
income tax was dwarfed to the status of mere kindling 
that might easily be overlooked. 

Nor is that change the only one. Everyone has been 
talking about and forecasting a reduction in the tax rates 
applicable to capital gains. At least three ways of mak- 
ing the levies on investment profits lighter had been 
suggested, and a good many people were advocating 
emulation of the British law which exempts such profits 
from taxation entirely. Into the Treasury, however, has 
come an Under Secretary and tax expert who believes 
in a system of taxing capital gains which, during this 
tecovery period at least, would mean a heavier load on 
the taxpaying investor. 

But there is still a chance for revision of capital gains 
taxation because the Administration 
must have a revenue bill at this ses- 
sion of Congress, and perhaps—but 
that part of the story comes later. 

Last summer the word went out 
over the grapevine that President 
Roosevelt had told Bernard M. Baruch 
or Joseph P. Kennedy or somebody 
that the capital gains and losses sec- 
tion of the income tax law should be 
tepealed or relaxed or revised or 
something. The word spread like 
wildfire when L. H. Parker, 
expert for the joint congres- 
sional committee on taxation, 
made a speech sug- 
gesting three ways 
of scaling down cap- 
ital gains taxes and Pe 
when George C. “#% 
Haas, Treasury re- =i 
search chief, made 
another speech say- 
ing that his staff 
was studying the 
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problem on ati exhaustive scale. Senator King, ranking 
Democratic member of the Senate Finance Committee, 
announced after conferring with Herman Oliphant, the 
Treasury’s general counsel and at that time its tax “idea- 
man,” that he would champion in Congress outright 
repeal of all income taxes on investment profits. 

Just as all this talking was at its loudest it suddenly 
hushed into silence which has remained unbroken ever 
since. A part of this silence is stage-managed; the 
United States Chamber of Commerce and similar organi- 
zations have been told by their tax advisers to keep 
mum because their praise would be the kiss of death. 
Unfortunately not all of the silence is artificial. When 
you mention capital gains and losses now to Government: 
experts who once were excited about the question, they 
look blank momentarily and hastily thumb through their 
memories as though you had spoken of somebody they 
knew before the war. The rush of other business— 
taxing foreign investments, sterilizing gold imports, re- 
forming the courts, raising bank reserve requirements, 
discovering an estimated surplus in Treasury accounts’ 
for the first time in six years—has crowded capital gains 
and losses out of their minds. 

Only three bills have been introduced in 
Congress affecting the capital gains and 
losses section of the income tax law, and 
two of them are sponsored by Republicans. 
The other one is Senator King’s bill calling: 
for repeal of all taxes on investment profits. 
Representative Wadsworth’s bill is almost 
a duplicate of Senator King’s. Representa- 

tive Crowther’s bill would exempt from' 

taxation all profits realized on securities’ 

or other property which had been owned’ 

for two years or less prior to its sale, but 
the bill also would increase sharply 
the taxation of profits realized on’ 
property which had been owned 
for five years or more 
His bill would flip over the 
present system and put a 
tax premium or 
short-term specula- 
tion and a tax pen- 
alty on long - term 
investment. None of 
these bill has caused’ 
any stir. 
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The best chance for reduction of the income tax rates 
applicable to capital gains lies in a bill which is not yet 
before Congress. A long list of manufacturers’ sales 
taxes and stamp taxes which yield the Government 
about $500,000,000 a year expire this summer. Presi- 
dent Roosevelt and Secretary Morgenthau both have 
said that these taxes must be extended. The bill pro- 
viding for that extension will be the revenue measure of 
this session of Congress. If a revised system of taxing 
capital gains gets into that bill, investors will have some- 
thing definite to which to look forward. If that bill 
doesn’t include changes in capital gains taxation, there 
probably won’t be any enacted during this session of 
Congress. 


Methods of Change 


Provisions affecting capital gains and losses can get 
into the “Revenue Act of 1937” two ways. President 
Roosevelt or the Treasury can suggest to Congress that 
the capital gains section be rewritten, or capital gains 
revisions can be tacked onto the Administration’s bill by 
either house of Congress or by either the Senate finance 
committee or the House ways and means committee. 

At this writing the possibility of the Administration 
suggesting an overhauling of the capital gains and losses 
section is clouded because Roswell Magill, who became 
Under Secretary of the Treasury about February 1 with 
the sole responsibility of handling its tax policy, has not 
yet collected all the background information he wants, 
but he may do so before the time to act comes. The 
chances that one of the two congressional committees 
will completely rewrite the capital gains and losses law 
is much clearer because L. H. Parker, the congressional 
tax adviser and the father of the present capital gains 
provision, is a man of influence in the committee room, 
and he is out for bold changes. 

The question for the investor then becomes: What 
kind of changes are in the offiing? Before the possibili- 
ties are explored, get the present law well in mind. 

Net capital gains are now added to other types of 
taxable income such as salaries and dividends on a per- 
centage basis which varies with the length of time the 
assets involved have been owned by the investor. Net 
capital gains are lumped into other taxable income on 
the following sliding scale: 

One hundred per cent if the asset has been held for 
one year or less, 80 per cent if the asset has been held for 
more than one year but not more than two, 60 per cent 
if the asset has been held for more than two years but 
not more than five, 40 per cent if the asset has been held 
more than five years but less than ten, 30 per cent if the 
asset has been held for more than ten years. 

Investment losses for tax purposes are computed on 
this same sliding scale but can be claimed only to the 
extent that they can be offset against capital gains plus 
$2,000. In other words, a net capital loss can be de- 
ducted from other taxable income only up to a maximum 
of $2,000. If a man realizes a $50,000 profit on an asset 
which he had owned for two years, 60 per cent of it, or 
$30,000, is subject to tax under the present sliding scale. 
If he also realized a $50,000 loss on an asset which he 
had held for ten years, the loss he could claim for tax 
purposes would be only $15,000. Offsetting this “loss” 
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against the $30,000 taxable portion of his gain from the 
other asset, the taxpayer would have a net taxable gain 
of $15,000. This net gain is then added to the taxable 
income which he derived from other sources and is sub- 
jected to the normal tax of 4 per cent plus surtaxes run. 
ning up to 75 per cent. 

Because the net taxable again is added on top of other 
types of taxable income, it falls, for all practical pur- 
poses, into the highest surtax bracket applicable to an 
investor’s income. An investor contemplating the taking 
of a profit on securities and estimating the income tax 
on that profit discovers that the addition of the profit to 
his other income may run him up a couple percentages 
in the surtax rates. 

For this reason the argument has been advanced that 
the present system has discouraged the taking of profits, 
thereby underwriting “artificial” security prices and 
drying up the revenue which the Treasury once realized 
from lower income tax rates on investment profits. 
Mr. Parker has declared that the Treasury’s revenue 
might be greatly increased if the tax rates applicable to 
capital gains were lower because more profits would be 
taken and more reported for tax purposes. A good many 
of the Treasury’s own experts are inclined to believe that 
this revenue argument holds water; it is the most per 
suasive argument for changing the law yet presented to 
the Treasury. 


Three Alternative Proposals 


With this objective in mind Mr. Parker has suggested 
three ways of scaling down the rates on capital gains, 
The first proposal is merely that the present sliding scale 
be watered down so that a smaller percentage of an 
investment profit would be made subject to income 
taxes. Instead of 30 per cent of a profit realized on an 
asset which had been held ten years being carried over 
into taxable income, only 10 per cent would be carried 
over, for instance, with commensurate reductions in the 
other percentage brackets. 

Mr. Parker’s second suggestion for revising the capital 
gains section of the income tax law would scrap the 
whole percentage system which is now in effect and 
which he advocated three years ago. No capital gains 
or losses would be taken into account when a taxpayer 
computed the amount of his income subject to normal 
and surtaxes. Instead capital gains and losses would 
be segregated from other types of taxable income, would 
be exempt from the ordinary normal and surtaxes, and 
net gains would be taxed at a special low rate. Whether 
this special rate should be a flat figure or a series of 
graduated rates is open for debate. Here is an example, 
showing the savings to an investor: 

A person has an ordinary taxable income just under 
$150,000 and a $100,000 net capital gain of which $30,000 
would be taxable under the present sliding scale system. 
His total taxable income under the existing law, which 
requires him to add the $30,000 gain to his other income, 
is $180,000. Therefore, he becomes subject to a maxi- 
mum surtax of 60 per cent, which applies to his $30,000 
gain, making the tax on that $30,000 amount to $18,000. 
If the income tax law were changed so that capital gains 
were exempt from normal and surtaxes but were segre- 
gated and taxed at a special (Please turn to page 657) 
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“Big Steel” 


BY WARD GATES 


A FEW seconds after 10 o’clock on the morning of 
Thursday, February 4, a shout went up from a crowd 
of brokers milling around Post No. 2 at the New York 
Stock Exchange. All through the huge chamber hun- 
dreds of men spontaneously joined in. The noise swelled 
to a deep roar and rolled out into Broad Street. Startled 
pedestrians halted in their tracks and looked around 
inquiringly. The traffic policeman at the corner stiffened 
to alertness. 

Nothing untoward had happened. It was merely one 
of those impromptu celebrations with which brokers on 
the floor are wont to observe more or less historic occa- 
sions. “Big Steel” had reached a price of $100 for the 
first time in nearly six years. The last time any pre- 
vious buyer had paid that price was in 1931, but 
the stock was then on the way down—down from 
its 1929 peak of 26154 and destined by 1932 to hit a 
low of 2114. 

It had been a long, slow pull back to par for this 
once prized equity in the world’s biggest industrial enter- 
prise. True, it had been rushed up to 6714 in the sum- 
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mer of 1933, on the first rebound of recovery, in a specu- 
lation more hopeful than informed—but thereafter for 
nearly three years the bull market passed it by. United 
States Steel was and is overwhelmingly dependent on 
the demand for capital goods and recovery in this field 
amounted to but a faint trickle in 1933 and 1934. The 
tide began to mount during the second half of 1935 and 
assumed real momentum last year. 

The intelligent stock buyer looks to earnings. Through 
the first three years of general economic recovery—1933, 
1934 and 1935—“Big Steel” had no earnings. That is 
why as late as the spring of 1935 one could have pur- 
chased the stock for 271 or but little more than 6 points 
above the absolute depression low. That is also why it 
was not until well along in 1936 that it bettered its 1933 
high of 6714. Volume had reached and passed the cor- 
poration’s “pay point,” around 40 per cent of capacity. 
and was steadily rising. Profit of 84 cents per common 
share was earned in the third quarter. It jumped to 
$1.65 per share in the fourth quarter. “Big Steel” closed 
the year at 797%. Then came an almost straight- 
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fine advance to 110 on a volume of investment and 
speculative buying reminiscent of the roaring mar- 
Kets of 1920. 

At this writing the company’s steel making facilities 
are engaged at approximately 80 per cent of capacity, 
as compared with average of only 66.2 per cent during 
the fourth quarter and average of 59.4 per cent for the 
full year 1936. The current operating rate is only 3.4 
points under the average rate for the year 1928, when 
“Big Steel” showed $12.50 per share. It is only 9.2 points 
ander average rate of 1929, in which year there was 
$21.19 earned on the common. Taking this past per- 
formance into account and bearing in mind that $2.90 
was earned last year with average operations at only 
§9.4 per cent of capacity, it is not surprising that among 
those enthusiastically buying the equity around present 
price of 111 there is talk of a spectacular jump in 1937 
earnings. 

The current gossip is $9 per share for 1937. Well, less 
than a quarter of 1937 has gone by and while the exist- 
ing momentum in the steel industry is such as to indi- 
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Left: Surface mining irea 
ore from the Hull Rus} 


Open Pit—the largest 
man made hole in the 
world. 


Below: Plate Mill in oper. 


ation at the _ Fairfield 
plant, one of U. S. Steel's 
subsidiaries. 






cate probability of a generally excellent second quarter. 
it is anybody’s guess what the trend of steel demand 
will be for the second half of the year. Should present 
operating rate hold for the year, guess of $9 probably 
would not be too far from the mark. Should average 
rate for the year better current rate by 3 or 4 per cent. 
the $9 guess possibly would prove well on the under side 
This, of course, is shooting in the dark so far as concerns 
steel demand for the year and especially for the second 
half. It also assumes that average steel prices for the 
year will be high enough to absorb not only present in- 
creased labor costs but possible—even probable—further 
wage increases. Against higher wage costs, however. 
there is at least a partial offset in an over-all increase 
in operating efficiency during recent years, especially in 
the economies made possible by construction of im- 
portant new mills, extensive modernization of various 
other facilities and abandonment of some _ obsolete 
plants. 

That the labor factor is the biggest question mark 
the nearby outlook for United States Steel goes without 
saying. Every reader of this analysis is, or should be. 
cognizant of the fact that the ambitious and aggressive 
John L. Lewis regards his recent conflict with General 
Motors as merely the opening gun of a broad “organi- 
zation” drive on the mass production industries and 
related “feeder” industries. The steel industry figures 
very prominently in his plans; and just as he chose the 
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biggest of the motor companies for his initial target, so 
will the biggest steel company be singled out for special 
attention. This is important to “Big Steel” and the 
owners or potential owners thereof, and we shall have 
more to say about it hereafter. 

Meanwhile, however, let us examine some of the more 
basic aspects of this giant of the world’s steel industry. 
“Big Steel,” like every manufacturing corporation, is 
an aggregation of physical properties and of human 
beings. Its future depends upon the quality and effec- 
tiveness both of properties and the men who manage 
those properties. 

Much about this company is public knowledge. Its 
reports long have been models of completeness and 
frankness. The reader does not need to be told that 
its financial position is, and long has been, impregnable. 
We shall forego much history and many details in order 
that the more pertinent facts may be duly emphasized. 

One of those pertinent facts—not commonly known 
and not fairly taken into account in certain journalistic 
criticism of “Big Steel” during recent years—is that the 
need of an extensive internal reorganization and reju- 
venation was clearly recognized by the guiding spirits 
of the enterprise before the depression set in, that defi- 
nite plans had been formulated as early as 1928 looking 
to the strengthening of financial set-up, physical prop- 
erties and management over a period of several years, 
and that, finally, despite postponement of some objec- 
tives during the years of acute depression, those plans 
have now been carried out in major degree and prob- 
ably will have been completely realized by the close of 
this year. 

Why was such a program needed? It was needed 
because “Big Steel” had become static in its viewpoint, 
because it was not alert to the changes going on in the 
world of steel, because too many of the men in key posts 
were thinking in terms of the past and because the very 
success of the enterprise—as reflected in impregnable 
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Part of Steel's great transportation system using both rail and water 
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working capital position—set up in the management an 
instinctive aversion to change, a leaning to over-con- 
servatism and a tendency to “rest on the oars.” 

That this threat of a dangerous “dry rot” eventually 
presented itself was not unnatural. The corporation 
was put together in 1901 when by far the biggest volume 
and profits were available in heavy steel products used 
by such mainstays as construction, the railroads, ship- 
building, the oil industry, ete. Automobiles and tin 
cans, now the two biggest markets for light steels, were 
in their infancy. Mechanical refrigerators were unheard 
of and very little steel was going into other household 
appliances. 

The company waxed and grew fat on heavy steels and 
by the time the World War came along it had built up 
a plant investment of about $2,000,000,000, predomi- 
nantly in facilities for making heavy steel. As with Beth- 
lehem, the war orders brought a 
bonanza and vastly strengthened 
“Big Steel’s” cash position. By the 
time the war ended it was obvious 
that great changes were going on 
in transportation and that automo- 
tive demand for steel was a coming 
market, but United States Steel did 
not see it. It continued, as for years. 
to make generous expenditures for 
betterment of its properties, but 
with very little change in the kind 
of properties and with inadequate 
attention to shifting markets. It did 
not foresee, as did certain competi- 
tors, that Detroit was a coming and 
highly profitable consuming center 
for steel. 

Moreover, “Big Steel” from its 
start had adhered to a policy of pro- 
moting most key executives from 
the ranks. It was the biggest in the 
business. What competitor could 
supply better men than it had? The 
company had made big money. 
Therefore its men must be good. 
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The chairman of U. S. Steel and some of the new blood. Top row, left to right: Irving S. Olds, Leon Fraser, E. R. Stettinius, Jr., 
E. M. Voorhees, Junius S. Morgan. Below: B. F. Fairless, Myron C. Taylor, George A. Sloan. 


Logical—but, unperceived, “dry rot” was creeping up 
through the organization in all branches: manufactur- 
ing, transportation, mining, selling. 

The old regime in “Big Steel” ended when Myron C. 
Taylor replaced Elbert H. Gary as chief executive officer 
in 1927. Mr. Taylor, then fifty-three years old, was not 
a steel man. His background was corporate law, textiles, 
banking, but he was possessed of an executive mind. 
Having built a more than adequate personal fortune, his 
inclination was for retirement and leisure. The Morgan 
interests induced him to take the helm at “No. 71,” 
known to downtown New Yorkers as the dingy old 
Broadway headquarters of United States Steel. Mr. 
Taylor promptly began to pcke around in the vitals of 
the organization and brought in outside experts to 
undertake a thorough examination. 

This new, questioning attitude applied to capital posi- 
tion, to plant and to personnel. Before the boom col- 
lapsed two major changes had been made in capitaliza- 
tion. With proceeds of sale of 1,016,605 shares of 
additional common stock to shareholders at $140 a 
share, the company retired $363,051,025 of funded debt. 
thus reducing outstanding debt to less than $94,000,000 
and cutting some $20,000,000 a year from fixed charges. 
The other change was issuance of approximately 571,000 
additional shares of common in acquisition of the 
Columbia Steel Corp.—a Pacific Coast enterprise — 
of Oil Well Supply Co. and of the Atlas-Portland 
Cement Co. 

Following the depression interlude, deferred plans 
looking to betterment of plant and personnel were 
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aggressively pushed. By 1935 the program of rejuve- 
nation was in full swing. As consultant, the industrial 
engineering firm of Ford, Bacon & Davis was retained. 
Pursuant to its findings, considerable obsolete plant 
capacity was scrapped and a building and modernization 
program was initiated. Aside from normal heavy cur- 
rent maintenance, some $70,000,000 was spent in capital 
expansion and modernization in 1936 and similar work 
this year will amount to $157,000,000. The greater por- 
tion of this expansion has centered in flat-rolled steel 
capacity, although large expenditures are also being 
made for other purposes. As a result “Big Steel's” com- 
petitive position has been greatly improved at the point 
where it was weakest—steels going largely into consum- 
ers’ durable goods. 

Together with the capital expansion program, sub- 
stantial benefits have resulted from consolidation of 
various operating and sales subsidiaries. For example. 
there is now concentrated in the Carnegie-Illinois sub- 
sidiary about 77 per cent of “Big Steel’s” total ingot 
capacity. 

This brings us to the human side. It is a striking 
fact that among the principal executives only four men 
who were with the company in 1927, when Mr. Taylor 
took the helm, are with it today. No subsidiary manu- 
facturing president in office in 1927 remains in the same 
capacity today. Throughout the ranks several thousand 
elderly employees have been retired on pension and no 
longer does the company refrain from going into the 
market for executive brains and getting the best it can 
find. For example, to head its vital Carnegie-IIlinois 
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subsidiary, it took from Republic Steel Benjamin Fair- 
less, an Operating steel man regarded by many as rank- 
ing with Bethlehem’s famed Eugene Grace. 

Six newcomers, averaging scarcely more than 44 years 
in age, have been added to the board of directors— 
Junius S. Morgan; Leon Fraser, president of the First 
National Bank; Irving S. Olds of the firm of White & 
Case; E. M. Voorhees, of Johns-Manville; Edward R. 
Stettinius, Jr., with a Morgan background and who at 
thirty-seven is chairman of the finance committee; and 
George A. Sloan, who is a textile man with a record of 
liberal views in labor relations and who may be assumed 
to have been selected partly for that reason. 

Moreover, Arthur H. Young was appointed vice-presi- 
dent in charge of Industrial Relations, a new post; and 
J. Carlisle MacDonald was appointed assistant to Chair- 
man Taylor “in respect to Public Relations,” another 
new departure. Still another innovation is an aggressive 
national advertising policy, for which end the firm of 
Batten, Barton, Durstine & Osborn, Inc., has been en- 
gaged as agent. 

Rounding out the picture and looking to the future 
“Big Steel” has substantially broadened its research 
activities, maintaining scores of laboratories and em- 
ploying, aside from those engaged in routine testing, 
more than 360 technologists devoting whole time to 
development and research. The “alloy age” will not 
find “Big Steel” lacking. 

In short, the giant of the steel industry has been 
re-made, rejuvenated, revitalized virtually from top to 
bottom. This job—of a magnitude not equalled in any 
other corporation in the world—will have been substan- 
tially completed by the end of this year, so far as pres- 
ently visible needs are concerned. As a result “Big Steel” 





is in every respect a stronger, more efficient enterprise 
than ever before. 

Naturally, that fact is of great importance in its bear- 
ing upon the future of the company, but for the sake 
of perspective it must be observed that its importance 
is nevertheless relative. Had this program of rejuvena- 
tion been completed before the depression, losses would 
have been moderately smaller and recovery in earnings 
would have come about somewhat faster—but the steel 
industry is nevertheless a “Prince and Pauper” industry 
and always will be. Despite the notable depression per- 
formance in certain newer consumers’ durable goods, 
such as mechanical refrigerators, durable goods of house- 
hold use in the aggregate are subject to a cycle almost 
as wide as that in the aggregate of capital goods. The 
common characteristic of capital goods and consumers’ 
durable goods is postponability of demand. For example, 
earnings of National Steel, despite large percentage of 
capacity represented by tin plate, declined by some 83 
per cent between 1929 and 1932. Inland Steel, although 
relatively much more represented in light steels than is 
“Big Steel,” saw 1929 profit of $11,712,000 replaced by 
1932 loss of $3,320,000. 

As for United States Steel itself, the biggest question 
will always be the swings of the pendulum in capital 
goods. Last year the motor and accessory industries 
consumed approximately 6,500,000 tons of finished steel. 
If “Big Steel” had all of this business it would amount 
to little more than a third of its finished steel capacity 
of about 18,612,800 tons. If it had half of the total mar- 
ket for automotive steel, that demand would equal only 
some 17 per cent of its finished steel capacity. 

Because subject inherently to instability of earnings, 
it is obvious that a stock (Please turn to page 655) 
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BY E. 


Liberal court majority in near future is virtual certainty 
under law of probabilities even if President’s plan is de- 
feated or compromised. If aged conservative justices 
don’t die they may retire at end of this term as Congress 
will pass bill giving them same retirement privileges as 
other federal judges. Roosevelt won’t talk compromise 
but eventually may accept limit of 11 or 12 on Supreme 
Court, thereby probably forcing off a couple of conserv- 
atives, or may let plan apply at age 75 which would let 
him appoint new justices for Brandeis, Van Devanter 
and McReynolds at once, Hughes and Sutherland next 
year. Two replacements would swing balance of court 
power to liberals. 


Strike settlement precedents interest Washington. 1. 
Effective use of sit-down strike in defiance of law and 
injunctions presages repetition in states with sympathetic 
governors. 2. Union did not get sweeping recognition 
sought but got sufficient toe-hold to permit it to dom- 
inate motor industry soon, if it works hard. 3. Vertical 
vs. craft union schism widens with former getting the 
breaks. 4. Other industries will feel C. I. O. strength 
with possibility of concurrent steel and coal tie-up. 





WASHINGTON SEES 


Inevitable swing toward more liberality in 
Supreme Court personnel. 


Significant repercussions from recent strike 
settlement. 


Show down coming over Walsh-Healey Law 
as it hampers government purchases. 


Increasing spreading of wealth through 
wage increases. 

Merchandising beset with more legislation 
—Oil, tire and motor trades affected. 


No banking legislation this session “Thumbs 
down” on the Wagner Act. 
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Crop control both by indirection and compulsion is 
essential part of permanent farm policy now being put 
into bill form in Agriculture Department following ap- 
proval by farm leaders meeting here. Attractive title 
“ever normal granary” means continual parity of farm 
and factory prices to be achieved through commod- 
ity storage by (1) loans to farmers at top parity prices. 
(2) government purchasing and warehousing; (3) pro- 
duction control through continuance of current soil 
conservation program under federal control, and extra 
benefit payments to farmers for idle acres when sur- 
pluses threaten. It also contemplates compulsory reduc- 
tion of output when surpluses exist through cash pay- 
ments for destruction, or prohibition of interstate ship-- 
ment, or tax on quota excess. 

Constitutionality of farm plan not worrying New Deal- 
ers, evidently relying on changed complexion of Supreme 
Court soon. Costs probably to be borne directly by 
federal treasury; no processing taxes. Other aspects of 
the big plan are crop insurance, submarginal land re- 
tirement, expansion and strengthening of marketing 
agreements, licensing of handlers and processors. 


Government contracts policy headed for show-down. 
due to consequences of refusal of steel, copper, other in 
dustries to bid under 40-hour week requirement of Walsh. 
Healey law. Labor is adamant against exemptions or 
weakening law, seeking strict application and strength- 
ening amendments in hopes its short week and mini- 
mum wage requirements will spread throughout all 
industry. But some of law’s original backers in Con- 
gress feel it is too strictly enforced and may support 
modifications. 


Wage increase movement, fureseen this spring, would 
please administration but not forestall plans for legisla- 
tion to force minimum wages, shorter work week and 
further distribution of earnings. Roosevelt has such 
plans but will defer them till Supreme Court issue is 
settled (or may use them as bait to attract liberal votes 
for judiciary shake-up) . 


Labor union protection through state laws is object of 
drive now in progress. Uniform bills call for state col- 
lective bargaining acts like Wagner federal law, plus 
laws prohibiting use of injunctions in labor disputes or 
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eviction of employees, limits of use of deputy sheriffs and 
private detectives by employers, protection for meetings 
and parades, and collective bargaining stipulation in all 
state purchase contracts. 


Hot oil law will be made permanent in spite of opposi- 
tion from independent jobbers. Administration and oil 
state officials endorse it, give it credit for stabilizing pro- 
duction and prices. May become precedent for federal 
cooperation in state control of production of other com- 
modities. 


Merchandising practices may be upset by several pend- 
ing bills, each backed by various retail interests. Rep. 
Patman has two, (1) to prohibit manufacturer selling 
at retail where this might effect monopoly or injure his 
retailer customers; (2) prohibit reciprocity, ie., agree- 
ing to buy certain goods or services in return for sale 
of others. Former might affect 
oil, tire, auto, many other trades. 
Tydings - Miller resale price 
maintenance bill slated to pass. 
Also strong pressure for Harri- 
son-Colmer bill to permit state 
sales taxes to apply to interstate 
sales and deliveries, aimed di- 
rectly at mail order business. 


Disaster loans by federal gov- 
ernment expanded by quick 
action of Congress creating $20,- 
000,000 Disaster Loan Corpora- 
tion subsidiary of RFC to 
make loans (gifts?) to anyone 
suffering from any sort of dis- 
aster. Not limited to business 
loans, law sets no interest rate, 
makes no requirements for se- 
curity or repayment. Lending 
now limited to 1937, but Corp. 
is permanent and could easily 
be enlarged by Congress to be- 
come general charity institution 
thus undermining Government 
and private lending agencies and possibly private 
charity. 


Inflation or deflation? When Federal Reserve raised 
bank reserve requirements, prevention of future inflation 
was given as reason. Week later Reserve Board asked 
Congress to extend authority to back reserve notes with 
government obligations to forestall credit contraction and 
deflation. Probably right both times, but truth is Board 
wants credit controls kept flexible—and in its hands. 


Treasury surplus prospect for next few months is illu- 
sory, temporary. Heavy tax receipts, plus first social 
security revenues, will obviate more borrowing, may per- 
mit some debt retirement, during rest of fiscal year. 
But heavy appropriation bills already in the mill and 
costly new legislation (housing, flood control, farm aid, 
etc.) can be counted on to drain off all the income. 
Even if budget is technically balanced next year (doubt- 
ful) there will be no chance for tax reduction. 
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Senator Robert F. Wagner of N. Y., Author of the 
famous act now being tested before the 
Supreme Court 





Farm tenant proposals, transmitted in Roosevelt mes- 
sage, usher new social experiment which will cost millions 
and with future hazy. But committee recommendations 
are not half what was sought by radicals in the picture 
who wanted continuance and aggrandizement of Tug- 
well’s resettlement dreams plus federal suzeranty over 
“clients” for a generation. Only violent (but well 
shushed) rebellion in committee kept out such starry- 
eyed schemes. 


Food & Drug bill skids greased to slide through Senate 
suddenly and quietly. Some delay in House, but most 
interests, tired quibbling, feel Sen. Copeland’s measure 
suitable compromise. 


Farm land boom possibility being discounted in advance 
by Farm Credit Adm. through gradual tightening of 
lending and appraisal policies, but. Congress probably 
will continue subsidy to Farm 
Loan Banks to extend “tempo- 
rary” (3-year-old) reduction in 
mortgage interest rates. 


Banking legislation of any kind 
at this session being fought 
off by Administration to avoid 
opening hornets’ nest. Reserve 
Board, eyeing several bills to 
weaken important parts of 1935 
law, surrendered former firm de- 
termination to force par clear- 
ance of checks by country banks 
since FDIC would not go 
along and squabble was headed 
for Congress. Comptroller of 
Currency withdrew request made 
last year for several minor and 
unopposed bills, fearful that 
opening subject might pave way 
for curtailing his office. F DIC 
sitting tight, hopeful of getting 
parts of Comptroller’s and Re- 
serve Board’s duties but dis- 
turbed by suggestion it be 
placed under Reserve Board. Meanwhile sentiment 
slowly accumulates for eventual consolidation of the 
three bank supervisory agencies. 


Wagner act defense by government attorneys appeared 
to meet scepticism from Supreme Court justices. Argued 
cases cover all fundamental aspects, and if court upholds 
much of law it will have to find ways of skating around 
precedents limiting federal power. The betting is now 
that the court will do no such thing. Decision scarcely 
expected for a month. Whatever the outcome, it will 
have profound effect on strikes and labor conditions, 
on pending legislation, and on administration attitude 
in regard to business, Supreme Court packing, and con- 
stitutional amendment. 


Industrial espionage disclosures of LaFollette investiga- 
tion are not relished by business leaders, and even if no 
law results labor spying will be abandoned by many 
corporations. 
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What to do in the face of a changing trend 


in money rates and bond prices, industrial 


strife, 


recovering and static 


industries 


Investing Under Today's Conditions 


BY J. C. CLIFFORD 


Waar makes investment so difficult a problem is the 
necessity of meeting constantly changing conditions. If 
money rates would only remain immutable and indus- 
tries continue their course of the moment everyone would 
be an economic royalist in no time at all. Unfortunately, 
money rates bounce around and pull our bonds with 
them: industries rise and fall and sometimes are sup- 
planted altogether: while politics and taxes are always 
cropping up to threaten the mostly carefully laid invest- 
ment programs. 

The changes that impend today appear to be partic- 
ularly important to the investor. The first, of course, 
is the possibility that money rates have reached bottom 
and are now about to reverse a four-year trend. Should 
this be true, it means a declining bond market and, as a 
matter of fact, a potent in- 


This, however, is by no means all. Last December 
the Treasury announced that henceforth all imported 
and newly-mined gold would be sterilized so far as the 
country’s supply of bank credit was concerned. Instead 
of issuing gold certificates which had the effect of in- 
creasing bank reserves, the Treasury will borrow in the 
open market the money necessary to pay for additional 
gold and in this way its effect upon the money market 
will be neutralized. Primarily, the enormous flow of 
gold to this country and the “inflationary” effect that it 
had upon member bank reserves was the force responsible 
for our era of excessively easy money. 

Lest it be thought that the argument is wholly one- 
sided and that money rates can only rise from this point, 
it is to be remembered that the Government holds the 
reins of money and that 
there are a number of good 
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to keep interest rates low. 
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by law. Excess reserves, 
which at one time stood at 
more than three billions of 


Tide Water Associated Oil S. F. Deb. 31s, 1952......... 99 3.5 
Union Pacific Deb. 3%s, 1971............ 


oe = more conservative Wash- 
ington circles that the pres- 
ent short-term debt is too 





dollars, sufficient in theory 
to have supported an addi- 
itional thirty billions in commercial deposits, will be re- 
duced to about half-a-billion. But this half billion will 
not support ten times as much in deposits, but only 
some five times because of larger reserve requirements. 
With business activity expanding and prices which are 
rising, it is hardly surprising that the loans of reporting 
member banks are increasing. A vastly reduced poten- 
tial supply of bank money, weighed against a increasing 
demand for that reduced supply, obviously is a develop- 
ment of considerable significance to the money market. 
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large and that it would be 
desirable to refund part of it at long-term. 

Under these conditions, a conflict is seen to exist 
between the Treasury which wants easy money and 
the Federal Reserve authorities who fear a devastat- 
ing speculative boom. The conflict, however, is not an 
acute one as yet and as long as the steps taken by the 
Reserve Authorities do no more than cause a moderate 
firming in money rates, particularly those for short-term 
paper which have been inordinately low, the Treasury 
will probably make no great objection. If the Reserve 
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_.. Select Some Medium Grade Bonds and 
Preferred Stocks for Income 


Current Current 





Bonds Price Yie 
Alleghany Corp. 5s, 1949. . am 95 5.3% 
American International Deb. 5%s, 1949.. ey cavcukenn: ae 5.2 
Associated Tel. & Tel. Deb. “A” 514s, 1955. eg See a aR ii 90 6.1 
Baltimore & Ohio Conv. 414s, 1960............. eee hs 78 5.8 
Certain-Teed Products Deb. “A 51s, 1948.................. 95 5.8 
Colorado & Southern Gen. “A" 41s, 1980.................. 74 6.1 
Empire Oil & Refining 1st & Coll. 514s,1942................ 1 6.0 
ee 86 5.8 
Florida Power @ Light $20 Ss, 1954... 0... ccc ec cc ec eeee 99 5.1 

tional Teleph & Tel h Deb. 414s, 1952.......... 75 6.0 
Interstate Power 1st 5s, 1957... ee : oe io 73 6.8 
New York Dock 1st 4s, 1951.................. ees ihe 68 5.9 
Portland Gas & Coke 1st & Ref. 5s,1940.... oer ee 83 6.0 

Preferred Stocks 
Ea ee bats Saas 82 6.1 
American Crystal Sugar 6......... LR eeteg eGR ws ae 98 6.1 
American Light & Traction 114..... LISA OF PR a ee ee eee 27 5.6 
ee 95 6.3 
Armour & Co. (Illinois) Prior 6........ 2.2.2... eee eee ; 95 6.3 
MUR TINIRT Selo ary bio 6 55a. 0-06 sicd's blsee ds obs panowe's ear ‘ 19 5.3 
Brooklyn-Manhattan-Transit 6....... 2.220. 101 5.9 
Colgate-Palmolive-Peet6........ ; AS LAA ES Beta a 103 5.8 
ee SEE eee 102 5.9 
a ee Siwy: 84 7.1 
PUUNOND UNG Wy UDONT OO. 5.5 o 5 ei vc ccc cca ecssictouess 106 5.7 
itontate Department Stores 7... ...5 isc ccc cc cee ccssewsee 104 6.7 
National Power & Light 6....................... sO eta Metres 86 7.0 
SIRI oo cic aps ceials See sia cs ocd debe waraesdess 106 6.6 
MMPS a Odin 4 oss visite sie Wists wiles bane wesw ea 88 6.8 





Authorities find they have to put the brakes on hard, 
it may be another story. 

What attitude shall the investor take in the light of 
these developments? In view of the evidence and the 
fact that the American bond market has been the highest 
in the world’s history, 
oneself to some hardening of money rates and some 
decline in the bond market. Strictly high-grade issues, 
of course, will be the first affected and a quick scanning 
of today’s bond market will show a number of invest- 
ment bonds which are currently selling several points 
under their best prices, indicating perhaps that the de- 
cline has already begun. Also, it may have been of some 
long-term significance that a number of aew issues, 
municipals and others, brought out at fancy prices. 
recently have proved a problem to their underwriters. 

Nevertheless, even though the outlook be for some 
decline, it does not mean necessarily that the holder of 
good bonds should run to liquidate them. Possibly they 
were bought at very much lower prices and, in this case, 
the prospective decline in price, represents only a profit 
that might have been had, rather than any actual loss. 
Another thing: even in a poor market, good bonds 
have charactertistics which cannot be duplicated in any 
other type of security. They afford an assured money 
income and can be sold at a moment’s notice for at least 
the major part of the money expended on them. Thus, 
while no individual in ordinary circumstances should be 
holding the major part of his capital in bonds at the 
present time, there is still ample justification for anyone 
holding a moderate backlog of these securities. So far 
as that part of the portfolio given over to good bonds is 
concerned, the investor will have to take the attitude 
that his prospective loss through decline in price, to 
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it would seem wise to reconcile” 


which he may add a prospective loss of purchasing 
power resulting from a higher cost of living, is just good 
insurance against disasters which may affect other hold- 
ings but to which the best bonds are not subject. 

Such a bond backlog appears to be more necessary 
now than at any time since the advent of the present 


recovery movement. After all, if one of the reasons for 
fearing a decline in the bond market is that it has had a 
four-year boom, it is true that the bull market in stocks 
is four-years old also. While stocks have no such ceiling 
as have bonds, it is relatively more hazardous to buy 
stocks after they have been rising steadily for four years 
than before the rise started. 

Among the developments that have been coming to 
the fore to plague the stockholder is the labor question. 
There has been a remarkably general increase in labor 
costs over the past few months and further increases are 
clearly in prospect. This is not to even hint that the 
stockholder’s attitude should be one of resistance to 
every increase in wages on the theory that it will reduce 





Some Common Stocks for Income and 
Price Appreciation 


Current Regular 


Company Price Dividend* 
American Telephone & Telegraph $180 $9.00 
American Tobacco “B"’.. = 95 5.00 
Best & Co........ ' ; is Sales 57 2.50 
California Packing... wipe siscs’ : 45 2.00 
Cerro de Pasco Copper.................... ‘ 70 4.00 
ee ar 42 2.00 
A ais.o aco 50s hs ste nerrcdccewnssaaeaseec 61 3.00 
GON EMIS 5c ccs ce cc ecwcoscccuccecsenccécnvsion 41 2.50 
First National Stores . wadddre lo selomacsiides oibch 50 2.50 
General Foods. . . nenbe antbite aa asveats ‘ 43 2.00 
General Mills...... . : sea agneaicens oA 60 3.00 
Harbison-Walker Refractories ‘ sa Tere 53 2.00 
Marlin Rockwell.....................000005. an 49 2.00 
Mathieson Alkali Works ere , 39 1.50 
Melville Shoe. stares es 80 5.00 
Penick & Ford ree ; P 60 3.00 
Reynolds Tobacco : 05 5 lote 56 3.00 
Standard Brands. 15 0.80 
F. W. Woolworth........ 58 2.40 


*Without regard to extras. 


Some Common Stocks Primarily for 
Price Appreciation 





Current Divs. Paid 
Company Price Last Year 
Allis-Chalmers Manufacturing $ 74 $1.50 
American Car & Foundry... : 67 Siar 
Anaconda Copper Mining eerie 63 1.25 
Barnsdall Oil........ ; swaed, wept 33 0.80 
Bethlehem Steel Corp. . Mitant 95 1.50 
CHORY Ge oss sivies ss Sime nase eae tn 53 = 
Du Pont (E. 1.) de Nemours...... eee coe 173 | 6.10 
Electric Power & Light. . Pee P - 23 i 
International Harvester. . Ifaveoce . 106 2.50 
Internationa! Nickel of Conads. ; ; spas 71 1.30 
Masonite Corp...... ; y tee pies 72 1.371% 
National Lead..... skies % eons 36 1.00 
Republic Steel. . tava tea ater 35 aes 
i. ee nee eee 54 1.50 
Union Carbide & Cabon.. has dedi amare 109 2.30 
United Aireraft.............. SS diia ah an ceaaeas 30 0.50 
United Engineering & Foundry.......................5. 60 3.25 
United States Stee! Corp.. ay eee errs 113 ae 
United States Gypsum................. Beiciaeas 131 3.25 
Westinghouse Electric & Manufacturing................. 157 5.50 
Yale & Towne Scinembtermeeacke 58 1.00 
61¢ 











The Labor Factor in Various Industries 


Per Cent of Wages in Factory 


industry Selling Price @ 
1929 1935 
SSS ey 2 2 
Copper Smelting & Refining....................... 2 bs 
eos ow cb cab viceena 4 4 
Meat Packing, Wholesale......................... 5 s° 
Ee ns oa ssite seonewacece e's 5 7° 
I trio 25 be week cok eaeabcen ss 6 8 
REESE C RULES S Ah oss 5555s hooks Soe sue sence 6 6 
a a ates Ss ng a 7 s° 
Ga eo eo oe cil aonb Soh koe wax y 10 
DER Petar son ps cwkaavwecvmeoke sec 9 9 
RE eet Lee owe Sk kweipien 13 10 
IEERERERS BES ,5 cow sso eceeeka sub ekeeoen 15 14° 
Sere hae cus cu sacha see xisaaws 13 12° 
one ocn usu Gacianieus eile 19 3R° 
Sy SSE 21 27” 
DIN 55 55.5c ss cause nus owns cca cac 19 26° 
I one ee ee ce ws a's 19 20 
SLE ESR i a ee 18 20 
te nc csi ss skis doses eiesaewwes 21 es? 
Stee! Rolling Mill Products........................ 20 23° 
EE ee 23 26° 
Automobile Bodies and Parts...................... 24 21 
oso ce sh se sicwaadinn sas sews 20 1° 
Agricultural Equipment........................... 21 29° 
ES celesews sees Daves awit was oes dNG ease as 18 17 
oie ioe Aaah ane ex oe esas 2s 26° 
SS ee pe ee er eee 31 33 
ono tis kn Snencwehessoocsobewnes 29 24° 
EE Et oni sG ccna sencewenaseeeees oes s 31 30° 
kao h ccc us cassses x deeetarswe ews 30 27 
Be eo kW ooc GAs sess anon es eaisesdes oi 27 25 
Typewriters and Parts........................... 36 48 


@ Frem Dept. of Commerce, Bureau of Census figures. * Year 1933. 





dividend income. On the contrary, he should be gratified 
at the signs of a broadening prosperity. He can still 
favor better conditions for labor, however, and at the 
same time be somewhat fearful that the present labor 
movement will go too far, that it will raise costs to the 
point where either one of two things must happen— 
either the stockholder’s return instead of rising in tune 
with mounting recovery actually will have to be cut, or 
there will have to be a marked increase in selling prices 
which will adversely affect demand and prove a deterrent 
to recovery itself. 

Accompanying this discussion there will be found a 
table which shows for various industries the part played 
by labor costs in factory selling prices. It will be noted 
that there are great variations; that labor can represent 
as little as two per cent of the factory selling price and 
that in the case of typewriters it can rise to as much as 
forty-eight per cent. It is not contended, of course, that 
the investor should look upon the menacing labor clouds 
and promptly decide that he should concern himself 
solely with industries in which the labor factor is com- 
paratively unimportant. Labor is only one of many 
considerations. Nevertheless, those companies relatively 
secure from potential labor strife should be represented 
in the average portfolio. 

Generally speaking, the investor is still justified in 
considering companies that cater to the heavy industries 
more attractive than those in the field of consumers’ 
goods. We have hardly made a dent as yet in the de- 
preciation and obsolescence of the depression. Although 
industrial construction has been making large gains, 
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further progress appears certain. Industrial equipment 
companies are in a particularly enviable position, for not 
only will there be a demand for their products in new 
plants, but many old plants will re-equip in furtherance 
of modernization plans. In this connection it might be 
noted that the rising cost of labor should have a distinct- 
ly stimulating effect upon the demand for labor-saving 
machinery. What has been said of industrial equipment 
applies equally well to railroad and agricultural equip- 
ment. 

The raw material companies comprise another major 
industrial division which appears to be more than ordi- 
narily well situated. The great surpluses of the depres- 
sion years are now cleared away and, with a rising world 
demand for all kinds of raw materials, prices have ad- 
vanced, in some instances sensationally. The sensitivity 
of raw materials in the matter of price is a fact generally 
accepted. It is possible, however, that the investor has 
not fully realized what this means to him now that we 
are well embarked upon an era of higher prices. It means 
that full advantage can be taken of the price trend: that 
there are no commissions as, for example, is the case 
with public utilities and railroads, to decide questions 
of price. There are companies that have long advertised 
a product at a certain figure and the consumer reaction 
would be prompt and disagreeable as soon as they de- 
parted from established practice. But this again is a 
problem with which the raw material companies do not 
have to contend. The coppers, the leads, the zincs, the 
nickels and the steels provide a field which today’s in- 
vestor will find one of the most attractive. 

It cannot be denied that the stocks of construction 
companies and those in the field of heavy goods at to- 
day’s prices are discounting part of their bright pros- 
pects. For this reason and to guard against untoward 
developments, it is suggested that the investor spread his 
capital over a number of different companies, operating 
in different fields. Should present expectations be borne 
out by the future, a diversified aggregation of common 
stocks, representing ownership of companies in the heavy 
goods and raw materials fields, should more than offset 
both the money loss and the purchasing power loss of 
the moderately-sized bond backlog. 


When Income Is Essential 


The individual position of some investors will be such 
that their requirements will be met by the type of bonds 
and stocks that have been discussed. For the majority. 
however, this program will be deficient in income: the 
return from good bonds is very low, while the return from 
heavy goods stocks is even lower. There is only one re- 
course for those who of necessity must bolster their in- 
comes: they are forced to turn to lower grade bonds and 
preferreds and to common stocks that will be for the 
most part in the field of consumers’ goods. While we 
have prepared two tables from which the investor may 
make selections primarily for income, it is suggested that 
they be used rather sparingly. In other words, a few 
good bonds for safety and the balance in companies 
whose business promises to expand dynamically appears 
to be the most desirable combination, but if income 
must be had, one must buy those securities that are in- 
come-producing. 
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Natural Gas Makes New Reeords 


Steady Growth of Demand and Comparative Free- 


dom from Political Attack Indicate Promising Future 


BY WILLIAM TRAVERS 


= product which offers both superior quality and 
lower cost will inevitably “go to town.” Natural gas is 
such a product. Over large and growing areas of this 
country it is now the No. 1 fuel because of its cheapness, 
efficiency and convenience. 

In the utility picture the electric power division has 
long held the limelight, both because of dynamic growth 
of consumption and because of bitter political attack. 
The current expansion in demand for natural gas is 
equally dynamic, possibilities of percentage gain over 
the long term are probably greater than those in elec- 
tricity and the industry is far less vulnerable to political 
attack or “yardstick” competition than is electric power. 
Certainly this is worth mulling over if one has, or con- 
templates having, either an investment or a speculative 
stake in the field of public utilities. 

During 1936 gross revenues from 
aatural gas increased by 11.6 per 
cent, while gross revenues of the 
electric power industry were up by 
7.6 per cent. Domestic revenues 
from natural gas increased by 6.9 
per cent; domestic electric revenues 
by 3.6 per cent. Revenues from in- 
dustrial use of natural gas were up 
21.2 per cent, those for industrial 
consumption of electricity were up 
13.4 per cent. 

In terms of physical volume, the 
(936 gain in natural gas was 18.8 
per cent; that in electricity was 13 
per cent. Industrial sales of natu- 
ral gas increased by 23.9 per cent 
in physical volume, against com- 
parable figure of 19 per cent for 
electricity. Gain in domestic vol- 
ume of natural gas was 9.4 per cent 
or slightly lower than 10 per cent 
increase in household use of natu- 
ral gas. 

Thus, in physical volume and 
even more so in dollar revenues, 
the trend of natural gas is more = Wide World Photo 
strongly upward than that in elec- Ges wen 
tric power. Comparison with man- 
ufactured gas is likewise pertinent. 
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remote fields flows through 
thousands of miles of pipe lines to indus- 
trial centers. 


the revenue gain in this division last year having been 
only 1.4 per cent, against 11.6 per cent for natural gas, 
despite large gains in use of both manufactured and 
natural gas in house heating. 

Use of natural gas is not only growing far faster than 
that of manufactured gas but already is producing more 
revenues than manufactured gas. The respective sales 
totals last year were $396,802,000 for natural gas and 
$376,736,000 for manufactured gas, although the latter 
sum was paid by 10,177,000 consumers, while natura) 
gas consumers numbered only 6,324,000. It need hardly 
be observed that the combination of larger gross and 
much smaller number of customers gives natural gas a 
decided advantage in cost factors and profits, quite aside 
from the basic advantages that, first, it is cheaper to 
take natural gas from the ground 
than to make gas from coal, and, 
second, that the cost of large tank 
storage facilities required in han- 
dling manufactured gas is not pres- 
ent in natural gas. 

Local use of natural gas dates 
back many centuries before the 
dawn of the petroleum era. For 
example, it is of record that the 
Chinese sank bamboo pipes and 
tapped underground gas for vari- 
ous uses fully a thousand years ago 
and centuries ago the city of 
Genoa, Italy, was lighted by natu- 
ral gas piped from Parma. More 
than a hundred years ago natural 
gas was being used in a small way 
for illumination at several localities 
in this country, but this cheap and 
marvelously efficient fuel—its heat- 
ing efficiency is nearly twice that 
of manufactured gas—began to be 
taken seriously only about 1870 
when it was released in large quan- 
tities incident to early development 
of the rich Pennsylvania oil fields. 

Wooden pipe lines made from 
pine logs were used to carry natu- 
ral gas to nearby localities, both 
for illumination and as fuel for 
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Wide World Photo 


Baking Enamel! on Auto Bodies in Natural Gas Oven 


industry. One such 8-inch pipe line was run from the 
Pennsylvania fields to Rochester, N. Y. Iron pipe lines 
came into use in 1872, the first being little over five 
miles long. For years thereafter as petroleum develop- 
ment spread to the Mid-Continent, the Southwest and 
California, the natural gas was released as a by-product 
of the crude oil wells, with most of it being either wasted 
or consumed in the immediate locality. Meanwhile elec- 
tricity was replacing gas for illumination and both for 
that reason and the absence of pipe line facilities with 
which the gas could be carried to large markets the in- 
dustry did not invite exploitation by large capital. 

Even though Eastern capital began to filter into natu- 
ral gas projects in the Mid-Continent area about 1912 
and thereafter some semblance of order and unified man- 
agement replaced utter chaos and waste, as late as 1925 
natural gas was being used in important volume only 
in the western Pennsylvania-Ohio-West Virginia field, in 
the Kansas-Oklahoma-Texas field and on a smaller scale 
in southern California, in Wyoming, Louisiana and 
Arkansas. 

Then came a new day in natural gas. The two largest 
natural gas reserves in the world were discovered at 
Amarillo, Texas, and Monroe, La. These supplies were 
immensely larger than could be utilized over any nearby 
area. A method had to be developed to carry the gas 
to distant markets. Out of that search came perfection 
of welded steel pipe, non-permeable and capable of with- 
standing high pressures. 

From 1927 to 1930 trunk pipe lines were pushed out 
rapidly through dozens of states. Expansion virtually 
ceased with the depression and the ebbing of industrial 
demand for fuel, but the foundation of a vast distribut- 
ing system had been laid. With the economic recovery 
of recent years a second era of expansion in distributing 
lines began, with construction of many lines of fifty to 
two hundred miles in length, branching off from trunk 
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lines and bringing scores of additional 
communities into the area served. 

During the past year more than 2,000 
miles of pipe line extensions have been 
built or initiated. The most important 
of these projects brought natural gas to 
the big Detroit market, fourth largest city 
in the country; and another brought natu- 
ral gas to the outskirts of Philadelphia. 
In addition to these cities, some of the 
others now served either with natural gas 
or a mixture of natural and manufactured 
gas include Chicago, Minneapolis, St. 
Paul, San Francisco, Los Angeles, Buffalo, 
Rochester, Cleveland, Salt Lake City, 
San Antonio, Dallas, Birmingham, At- 
lanta, Terre Haute, Indianapolis, Pitts- 
burgh, Cincinnati, Toledo and many other 
smaller communities. 

A glance at a map of the country’s 
natural gas trunk lines will show that the 
heaviest concentration is in the states of 
Kansas, Oklahoma, Texas, Arkansas and 
Louisiana; in western Pennsylvania, Ohio 
and West Virginia; and in California. Im- 
portant areas reached not at all include 
Wisconsin, North Carolina, all of New England and all 
of New York State east of Syracuse and Elmira. States 
important in population or industry or both and in 
which natural gas markets have been only partially 
exploited include New Jersey, Pennsylvania, Delaware, 
Maryland, Virginia, Illinois, Kentucky, Tennessee and 
Missouri. 

Hence it is apparent that a huge potential market 
remains to be tapped, not only in several large cities but 
in numerous smaller communities that can be reached by 
relatively inexpensive branch lines. The two biggest cit- 
ies yet to be brought into the natural gas realm are, of 
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Leading Companies in Natural Gas Industry 


Dividend Recent Price 


RMN IED 59 os Soke vines 3 fase ddesn s4aaee as None 12 
DIMER aisle tele eee cncec epee sa nee. ooeeaes (a).60 13 
| UMASSIG a3 SIA Os aac ioe ePID a None 12% 
Columbia Gas & Electric................ OE ea (a).40 17% 
RRENER Ge oie ou ale shale ciohinia-aes 2 REC Des alias 3.00 47 
SME MNTEMMEMEC rsa. 5k, oseslein toat eye. aay 2.00 33% 
EIN Sack foto g sra's tis 5 Fined 055 0 Go ae ee 4.00 123 
ERS ra 3.00 88 


(a) Paid last year. 





Big Cities Using Natural Gas 


Chicago Buffalo Louisville 
Detroit Syracuse Evansville 
Pittsburgh Salt Lake City Kansas City 
Cleveland Los Angeles Houston 
Youngstown San Francisco Fort Worth 
Cincinnati indianapolis Dallas 
Toledo Terre Haute Birmingham 
Harrisburg St. Paul Atlanta 
Rochester Minneapolis Shreveport 





course, Philadelphia and New York. For some time 
negotiations have been under way looking to supplying 
Philadelphia with a mixture of natural and manufactured 
gas. Columbia Gas & Electric Company is ready to sup- 
ply the natural gas, which it is already distributing in 
certain Philadelphia suburbs. The Philadelphia gas sys- 
tem is a United Gas Improvement enterprise. As both 
Columbia and U. G. I. are in part owned by United 
Corporation, consummation of a natural gas deal for 
Philadelphia would seem a good bet. 

The New York City market is unlikely to be tapped 
by natural gas for some time. On the map such an ex- 
tension would seem easy, for pipe lines now extend to 
nearby Paterson, N. J., and to Nyack, 
but measured both in engineering and 
financial terms these terminals are a long 
way from New York. There are rivers 
and congested areas to be tunneled un- 
der. Besides, Consolidated Edison has a 
huge investment in existing properties 
which it naturally desires to protect. It 
also professes to doubt the wisdom of 
leaving New York City service depend- 
ent on a single pipe line running across 
Pennsylvania and New Jersey—an argu- 
ment of doubtful validity since at most a 
certain quantity of natural gas would be 
mixed with the manufactured supply— 
increasing its heat content and reducing 
its cost—while present facilities for mak- 
ing artificial gas could be held in reserve. 
Nevertheless there is little prospect that 
natural gas will come to New York City 
any time soon; or to industrial Connecti- 
cut or Massachusetts. 

The consumption figures heretofore ‘ 
sketched, a total of 1,233,753,000,000 we 
cubic feet last year, exclude natural gas 
used “in the field” and in carbon black 


ra 


FEBRUARY 27, 1937 


Wide World Photo 
Battery of Pipes Carrying Gas from Texas Enters Detroit Regulating Plant 


manufacture. Addition of those two outlets would add 
nearly 800,000,000,000 cubic feet to consumption. Be- 
cause of use of natural gas either in gasoline refining or 
in making carbon black, it will be observed that heaviest 
consumption is in the heaviest producing states, namely, 
Texas, California, Oklahoma and Louisiana in the order 
stated. Largest number of individual customers, how- 
ever, is in Illinois, followed by Michigan—thanks to 
Detroit—and western New York State. 

In general terms, the two most promising potential 
markets for natural gas are, first, industry—which now 
takes upward of 60 per cent of all natural gas sold and 
which is subject to considerable further application of 
gas as fuel—and, second, house heating. A trend toward 
gas for house heating is strikingly shown even in the 
manufactured gas industry, for whereas last year con- 
sumption of manufactured gas for domestic purposes 
other than house heating declined 1.9 per cent, consump- 
tion for house heating increased 16.7 per cent. Although 
nearly 1,500,000 gas ranges were sold last year, a figure 
more than equal to the total of all electric ranges in 
use, less gas is consumed by the modern and im- 
proved ranges; and although sales of gas refrigerators 
were up by some 50 per cent last year this additional 
load likewise is a small percentage of the total 
market. 

With house heating, of course, it is a different story 
and the potential market is manyfold greater than that 
in any other domestic application. In this use manufac- 
tured gas has been able to make substantial gains, al- 
though the market has barely been scratched, because 
of its efficiency and convenience, free servicing of furnace 
equipment as a rule by the supplying utility, promotional 
rates, low cost of equipment and—by no means the least 
important factor—curtailment of heat losses by modern 
insulation. All of these factors apply to natural gas 
which besides has the advantage of rates which on a 
national average are much (Please turn to page 654) 
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Dividend Foreeast for 1937 


PART Ill — Oils, Aviation, Metals, 


Merchandising, Building, and 


Miscellaneous Companies 


forced to continue to increase 





ie year 1936 was one of 
marked business recovery and 
there is every indication of a 
continuance of this trend in 
the current year. 

Growing confidence, the 
huge replacement demand and 
the anticipation of a rising 
price scale are all indicative of 
more activity in most lines 
and a generally favorable profit 
trend which will find expres- 
sion in dividend payments. 

Last year witnessed a large 
aumber of dividend resump- 
tions, increases and, of course, 
a veritable flood of extras occa- 


INDUSTRY 
A—Active; further progress indi- 
cated. 


B—Active; further progress may 
be slow. 


C—Depressed, prospect for re- 
covery favorable. 

D—Depressed, no nearby im- 
provement indicated. 


Two fundamental factors, the industry and the com- 
pany itself, are used to form our ratings. 
letters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers I, 2, 3, 4, are used for rating the company 
on its earning power, current and frospective. 


the liberality of disburse- 
ment. 

The As is always the case not all 
industries nor certainly all 


companies, will fare alike in 
the months to come. Some 
corporations have _ already 
reached capacity with respect 
to present facilities; others 
which were late in recovery 
have great improvement be- 
fore them. 

It is to serve the indivdua) 
and the specific need of the 
investor that this Dividend 
Forecast is prepared. Part I, 
covering railroads, public utili- 


COMP >.NY 


1—Good earning power; sub- 
stantial gains indicated. 


2—improvement in earnings ex- 
pected. 


3—Gain in earning power may 
be slow. 


4—Eemings outlook unfavor- 
able. 





sioned by the workings of the 
new tax on undistributed cor- 
porate profits. The result was a record volume of pay- 
ments not heretofore approached since the boom days. 
The current year will doubtless see even the 1936 total 
surpassed. While the undistributed profits tax may be 
subject to some modification in the present session of 
Congress, there is no chance of its being repealed, 
and corporations with larger profits flowing in will be 


ties and the equipment indus- 
tries appeared in the issue of January 30. Part II dealing 
with motors and motor accessories, packaged foods, 
sugar, meat packing, tobacco, liquor, motion pictures and 
chemicals appeared in the issue of February 13. Part 
III which concludes the feature is presented herewith. 
The tables and comments comprising this feature are 
accompanied by our investment ratings. 





Continued Improvement in Oil Expected 


= year for the oil industry was the best since 1929. 
Production of crude established an all-time high, but 
rigid control coupled with greatly increased demand 
prevented its having a demoralizing effect upon prices. 
The larger number of cars, buses and trucks on the road 
and the greater use to which all vehicles were put, raised 
consumption of gasoline to a point not far from the 
twenty billion gallon mark, or about ten per cent above 
the figure for 1935. Also, the continuing popularity of 
oil as a fuel almost certainly resulted in new records for 
this important division. 

Admittedly the oil industry is the most unpredictable 
of all and its past record is full of annoying instances 
where, without warning, a bright outlook became any- 
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thing but bright. Even so, we will still risk the opinion 
that the present year will be better even than 1936 for 
the stockholders of oil companies. In the first place, pub- 
lic purchasing power will be higher and long experience 
shows that when the American public has more money 
it uses its cars more. At the same time, improving busi- 
ness should make for an increased commercial use of 
petroleum products. Secondly, although the federal “hot 
oil” Act and other legislation which has been instrumental 
in keeping the industry on an even keel, expire this year, 
it seems most unlikely that they will fail to be extended, 
or that some other effective way will not be found to 
avoid a repetition of past abuses. 

There are, moreover, other favorable factors which go 
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to make up a generally bright outlook. There is, of 
course, the greater internal efficiency of the petroleum in- 
dustry itself. Continuous progress is being made in pro- 
duction, in refining the various products and finally in 
marketing them. So far as the holder of oil stocks is 
concerned, the cumulative effects of an era of cheap 
money will be felt this year. As with corporations gener- 
ally, the oil companies have been refunding bonds and 
preferred stocks on a lower basis. The Texas Corp. for 
example, sold sixty million dollars of debenture 314s and 
with the proceeds retired a similar amount of 5s; Stand- 
ard Oil (New Jersey) sold eighty-five million dollars in 
gs and retired a five per cent preferred of Standard Oil 
Export. A number of other oil companies carried out 
similar operations with great benefit to their common 
stockholders. Also to be remembered is that easy money 
makes it possible to carry out expansion of plant and 
property on an advantageous basis. 





As is generally the case with common stocks at the 
present time, the shares of many oil companies are selling 


high on the earning power established last year. The 
situation in regard to this industry, however, is unique 
When the stock of a manufacturing company discounts 
the future it means that there is being anticipated some 
part of the profits on goods not yet in existence. In con- 
trast, the majority of oil companies today have a poten- 
tial production greatly in excess of what they are actually 
turning out. There is a deliberate restriction of output 
and it would seem that the stockholder were well justi- 
fied in paying something for oil that was obviously in the 
ground and recoverable, just as he would be justified in 
paying something for oil stored in tanks. The factor of 
asset value is not one to be taken lightly in connection 
with oil stocks under today’s conditions; in the long run. 
it may well prove more important than the near-term 
earnings and dividend outlook. 





Position of Leading Petroleum Stocks 













































































































































































_ our opinion the more attractive profit possibilities. 


Earned per Share Price Range Divs. 
= ~ 1936. Recent Le] Market COMMENT 
Compiny 1935 1936E High Low Price 1936 Rating 5 
NDE So steseten as inser 2.28 2.60 1251 75 110 2.00 A-1 = Recent | proving operations have added greatly to com- 
pany's potential value. 
Allentic Refining............. 1.49 2.59A 35% 2656 33 1.25 A-2 = May well distribute a larger proportion of earnings this year. 
Bemsdall Oll............... 0.602 1.00 281%, 141% 33 0.80 A-1 Appears to possess a large potential value. 
Comolidated Oil. ............ 0.74 1.10 17% 111% 16 0.80 A-2 Has been successful in eliminating a large amount of prior charges. 
Continental Oi!.............. 1.88 2.30 4% 28, 45 1.50 A-2 A likely candidate for larger dividends this year. 
“reole Petroleum........... 0.79 Ses 3y 19% 35 0.50 A-1 Standard (New Jersey) controls. V lan production has been 
| ET 1.16 59 «~=—s«S4~—s—=“‘«é‘«ROS*«iCTS:«~SCA A) Stovtk dividend of 100% declared towards the close of last year. 
Houston EE ee 0.28 13% 6% 16 A-2 Has recently developed additional preduction. 
NO WOU a5 oe eres a ws 2.66 -00 80 57 86 1.50 A-1 Stockholders seem likely to fare better this year. 
Intemational Petroleum....... my: 1.496 1.65bA 3814 33% 35 2.50 A-2 Appears to be pursuing a liberal dividend policy 
Mid-Continent Petroleum ae | 2.60 30% 17% 32 1.15 A-1 Last year’s earnings and the bright prospects for next year indicate 
Po Saas : that stockholders will receive larger dividends. 
Oo Been 0.33 0.70 18 12% 19 0.60 A-2 Last year's dividends were close to the estimated earnings for the 
ES eee per 
Phillips Petroleu. bes eam msieuis 3.23 4.20A 52% 381 55 2.50 A-1 Bank loans and other indebtedness have been reduced sharply. 
Plymouth Oil. EEE Ie 0.70 1.66 27%, 11% 26 0.90 A-2 Figures for last year's earnings is an official estimate. 
DBRS os Beco ciscacideee cdc 2.00 1.65 24% 16 21 A-2 Commen dividends probably await e further reduction in funded 
7 < oS : debt and preferred stock. 
Seaboard OW. ... 5.5... 004050. 1.34 2.00 44 3014 42 1.00 A-1  Iateresting possibilities in connection with a large concession In 
ee Afghanistan 
oo re 0.37 1.20 281, 14%, 33 0.25 A-1 = In November declared nearly $10,000,000 to eliminate all arrears 
on the preferred and at the same time the common was placed on 
Se en pipe Bene reel a a a dividend basis. 
Lo Sa 2.17 4.00 47% 19% 44 A-2 Now that all arrears on the preferred have been cleared up, com- 
Dea mon is strong for d 
Socony-Vaewum............. 0.72 1.25 17 12% 19 0.70 A-2. Doing better. May pay more. 
South Penn Oil.............. 2.03 wae Sa 32% 46 2.60 A-2 ~Long-established prod and gath of Pennsylvania 
—— crude conti to face a bright ea 
Standard Oil of Califomia..... 1.42 1.60 47T¥e 35 48 1.20 A-1 Likely to continue paying out a relatively large proportion of 
earnings. 
Standard Oil (Indiana). ....... 1.98 2.80 4814 32% 48 2.40 A-1 Did much better last year and dividends were raised accordingly. 
Standard Oil (Kentucky)... ... 0.84 1.50 23% 17% 1.35 A-2 Dividends paid last year were well up to estimated earnings. 
Standard Oil (New Jersey)... 2.43 4.00 10% 51% 73 2.00 A-1 Makes no interim reports, but those of subsidiaries indicate sub- 
r stantially larger earnings for last year. 
Standard Oil of Ohio......... 2.77 40 21% 39 2.00 A-1 = Stockholders are entitled to be hopeful over the possibility of larger 
ey: dividends this year. 
__ GO ee ee 3.45 3.44A 91 7° 75 1.00° A-1 Company has long had a policy of distributing extras in stock to 
bring dividends closely in line with earnings. 
J be GOR. 65 ics cececcces 1.85 4.00 55% 28% 54 1.50 A-1 Earnings figure for last year Is official estimate. Last quarterly 
a dividend was 50 cents. 
Tide Water Associated........ 0.73 1.30 21% 14%, 20 0.70 A-2 an _— in notes to be paid off with proceeds from deben- 
ure s. 
Wnion Oil of California...... 1.15 1.404 28 20% 26 1.00 A-1 _ Prospeets favor moderate i in earnings and dividends. 
E—Estimated. ‘°—Plus extras in stock. A—Actual earnings. e—1st 7 months. b—Year to June 
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Position of Leading Aircraft and Aviation Stocks 


The Aviation Companies Were Discussed as a Group in the Issue of February 13 





Earned per Share 





Divs. 
























































Price Range 
19: Recent Paid Market COMMENTS 
Company 1935 1936(E) High Low Price 1936 Rating 

Aviation Corp. (Del.)........ d0.16 d TH, 4% 8144 None A-3 a for '36 will be smaller, and current year should produce a 
pro 

Boeing Airplane........... d0.64 0.40 373% 16% 44 None A-2 Earnings mounting and company may pay a small div. this year, 

®Consolidated Aircraft...... . 0.58 1.00 22% 14%, 25 None A-2 pn orders large for Army and Navy. Divs. should be forth 
coming. 

©Curtiss-Wright............. d0.34 d 9% 4 7 Nene A-2 Deficit for ‘36 smaller. Orders large. Payments resumed on A 
stock but divs. on common unlikely for some time. 

®Douglas Aircaft........... 2.70(a) 1.00(a) 824 50% 67 None A-2 ote large but development costs cut net. May pay div. later 

s year. 

teving Air Chute............ 1.69 1.05A 261 14%, 16 1.40 A-2 Profit margins lower In '36 despite 3% gain sales. Current divs, 
may not equal '36 payments. 

National Aviation........... 0.13 1.79A 155e 9% 16 1.00 Shares had liquidating value of $16.07 Dec. 31, '36. May pay 
another div. in ‘37. 

®North American Aviation. d0.01 14% 658 16 None A-2 Operations returned a small profit lest year. Large unfilled 
orders on hand. 

Pan-American Airways... ... 1.85 1.75 6634 45% 70 1.60 A-2 Development costs and outlays for new equipment preclude any 
appreciable increase in divs. 

OY MIOND. 5 cos cc nasciwecss 0.85 1.25 24% 15% 23 1.00 A-2 — orders largest in company's history. May pay more 

8 year. 

@United Aircraft............ 0.21 0.60 32% 2056 30 0.50 A-2 Strongly situated unit. Larger ings prospect suggests higher 
dividend this year. 

United Airlines Transport... . . (b) 0.25 22 13 22 0.20 A-3 Mail and passenger traffic making new high records. Should pay 


more this year. 








(a)—Fiscal year ended Nev. 30. (b)—Less $1,393. d—Deficit. (E)}—Estimated. A—Actual earnings. ®—In our opinion, the more attractive profit 





Outlook Bright for the Metal Companies 


Wars the exception of the precious metals for which 
last year was very similar to 1935, the non-ferrous metal 
group passed through a period of mounting prosperity 
in 1936. There was a marked increase in demand for 
copper, lead, zinc and other metals which brought in its 
train higher prices and the combination of a greater 
volume sold at higher quotations resulted in handsome 
gains in profits. 

Domestic copper, starting in the first quarter of 1936 
at a price averaging a little better than nine cents a 
pound, began an advance which steadily gathered mo- 
mentum as the year progressed. In December the price 
averaged close to twelve cents a pound and today it 
stands at fifteen. At the close of the year, copper 
stocks in this country were the lowest since 1928. Al- 
though the United States has played a part in bringing 
better times to the copper industry, it has been a minor 
role relative to the influence exercised abroad. The de- 
mand for copper abroad has been so insistent as to 
brook no denial: the rise in the domestic quotation has 
followed the lead of the world—not led it. 

There have been a number of reasons for the appar- 
ently insatiable demand for copper in countries other 
than the United States. It has not been entirely owing 
to the world’s rearmament programs, although these 
have been a very important factor. Over and above the 
armament demand for copper, there has been a demand 
brought about by the greater employment of copper in 
peace-time applications — building booms, the general 
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electrification of industry have all contributed to the 
need for copper. Then, it has been necessary for fabri- 
cators to build up depleted stocks and, because of the 
greatly broadened market, “legitimate” inventories have 
had to be larger. Finally, there has been the demand 
resulting from a desire to build up “illegitimate” inven- 


tories, or completely speculative holdings. The combi- ' 


nation of these factors has been so strong that not even 
the abandonment of restriction on production the world 
over has been able to kill the advance so far. The out- 
put of African mines, however, will be considerably larger 
a few months hence. 

For this reason copper has probably reached the point 
where sharp set-backs can interrupt the upward march 
in prices. It would probably be better in the long-run 
for the well-established producers if prices did steady 
around their present levels. This would not prevent 
company’s making larger profits, for the demand side 
rests upon a very firm foundation and there seems no 
doubt that copper consumption will go to new highs. 
Steadying prices around these levels would, however, 
have some tendency to keep marginal producers out 
of the market. 

The story of lead and zinc is similar to the story of 
copper—increasing demand, smaller stocks, higher prices. 
And, carrying it a little further, bigger profits and divi- 
dends. The prospect is that the non-ferrous metals will 
make further gains this year and that stockholders will 
benefit accordingly. 
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Position of Leading Mining and Metal Stocks 




































































































































































= Earned per Share Price Range Divs. 
“ 93 Recent Paid Market COMMENT 
Company 1935 1936E High Low Price 1936 Rating 
Aleska Juneaw............4. 1.04bd 1.35 172 13 14 1.20 B-3 Higher commodity prices and generally increasing costs are adverse 
- ___ factors to be considered over the more distant future. 
Alomiaum Co. of America... . 0.55 Ss 161 87 164 A-2 ona on the preferred as of the first of the year totaled $9 & 
share. 
American Metal Co.......... 0.33 0.90 54%, 27 64 _A-2 December saw all arrears on the preferred cleared up. 
OAm, Smelting & ReGning.... 5.01 6.50 103 56%, 92 4.05 _A-1 Should continue to benefit from rising metal prices. 
An. Zine, Lead & Smelt... .. def Nil 7%, 3% 16 A-2 Doing better. Last year holders of the preferred were offered 
a new prior preferred and six shares of common for each share held. 
@Anaconda Copper......... 1.29 2.00 55% 28 57 1.25 A-1_ A further rise in earnings and dividends expected this year. 
Callehan Zine, Coed .......0.0. def def 3 Vg 3 aig A-2 New life injected by working capital raised lest yea’. 
Cerro EWEN soos osaescn 3.62 4.00 74 47, 70 4.00 A-1 New power plant and lead refinery will shortly add their weight 
to earning power. 
Dome Mines............... 3.90bd 3.60bd 611% 414 438 4.00  B-3 Higher costs reduce net moderately. 
Homestake Be CLOT 32.43 35.00 544 407 405 36.00 B-3 Amount of gold produced last year established a sixty-year record. 
SS eee 4.94bd —5.3%bdA 65 48% 80 4.85 —A-1_ Will probably continue to pay right up to eaming power. 
Hodson Bay Mia. & Seek. 1.16bd 344% 22%, 35 1.00 A-1 Further progress can reasonably be cted 
lupiration GCOBBON. cescvcnicas def ened 24, 61% 30 Lee A-2 _New process Is expected to reduce g lly high costs. 
Msternational Niskel........ 1.65 2.50 6634 4314 68 1.30 A-1 Haoonete dividend raised to 50 cents—the fourth consecutive 
increase. 
BRON wis arsine sce'siewieees 1.22bd 1.80bd 63% 281% 63 1.70 A-1 Dividends last year were right up to estimated eamings. ~ 
Lake Shore Mines........... 4.12bda 4.84bdAa 62% 51 58 5.00 B-3 —_ Affords a high yield on the basis of last year's dividends. 
Magma Copper............. 1.63bd 3.00bd 57 341% 58 3.00 A-2 Payments in 1936 were as much as estimated carnings. 
Melatyre Porcupiae...... 4.63bde 4.49odAc 49% 3814 41 2.00 B-3 For nine months to December 31, last, earnings were equivalent 
to $3.30 @ share of common stock. 
Miami re def sia 16% 53% 24 ; A-2 Higher prices for copper will help this high-cost producer. 
National Lead............. 1.07 1.40 36% 264%, 35 1.00 A-1 oe for this strong old-established company still appears 
good, 
New Jersey Zine............ 2.37 2.67A 924 69/2 80 2.50 A-1 __ Rising zinc prices will further aid earnings and dividends. 
Newmont Miming.......... 2.39 135 7414 127 3.75 A-1 There has been a tremendous increase in the asset value of this 
ae Bee, mining investment 
Nownda Mines............. 2.63b6d 4.00bd 75 444% 75 3.00 A-1 May well pay more this year. 
Patino Mines..............- cates ales 1712 101% 15 0.60 A-2  Bol'vian exchange restrictions have hampered greatly. 
Phelps Dodge.............. 1.21bd 2.00bd 56% 25% 55 1.25 A-1 February dividend was 35 cents. 
Rean Antelope.............- 17.0%bda 26.4% bdAa 75% 32 79 1.12 A-1 Rising world prices fer copper and easing of restriction measures 
help company greatly. 
& Joseph Lead............. 0.40 1.30 50% 22 51 1.00 A-1__ Both lead and zine have been rising in price. 
Silver King Coalition... ..... 0.356d 0.80bd 14% 8% 14 0.45 B-3 { Ontiook largely depends upon whether or not the Government 
Sunshine Mining............ 1.61bd 2.66bdA 24% 12% 20 2.25 B-3 | will continue to maintain an artificially high price for silver. 
U.S, Smelting Ref. & Min.... 10.31 8.00 103% 72% 88 = 10.00 B-3 _ Dip in the world price of silver cuts earnings moderately. 
NE WHNIG besscic5c0e esos 6.35 0.81A 4%, 3 4 1.00 A-2 Coie reduction works. Original ore bodies practically ex- 
Vanadium Corp............-- def 0.50 3056 161%, 31 A-2 Outlook moderately improved. 








In our opinien, the better profit opportunities. E—Estimated. 


A—Aetual earnings. 


bd—Before depletion. a—Year to June 30. ¢—Year to March 31. 





Merchandisers in Good Position 


ie the powerful stimuli of increased employment, 
larger wages and salaries, the soldiers’ bonus and a sub- 
stantial gain in farm income, all divisions of retail trade 
recorded a substantial gain in sales last year. Christmas 
trade generally was the largest since 1929 with gains 
ranging from 4 to 15 per cent. The two leading mail 
order companies reported the largest sales in their his- 
tory, while on the other hand the least conspicuous gains 
were shown by the grocery chains. Likewise the grocery 


‘chains will show the smallest gain in profits, reflecting 


principally the inability of this group to advance retail 
prices sufficiently to compensate for rising wholesale 
prices. Apparently the grocery chains are not in a posi- 
tion to risk the possibility of competitive losses or con- 
sumer resistance which might result from higher prices. 
The same situation, | patently: dees not exist 
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in the case of department stores which have had little 
difficulty in passing higher prices along to the buying 
public. Department stores also have had the benefit of 
increased luxury buying, on which class of merchandise 
the margin of profit is much wider. Variety chains have 
shared in the increased purchasing power of their cus- 
tomers and sales have recorded good gains. Profit mar- 
gins have been fairly well sustained and in several in- 
stances have been widened to some extent by increasing 
the price range of their merchandise. 

As to the current year, the relative position of the 
various retail groups is unlikely to be appreciably al- 
tered, at least during the first half of 1937. Current 
inventories even though sizable will have to be replen- 
ished at higher prices and retail overhead seems certain 
to be larger. Pending definite evidence to the contrary, 
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some doubt must be expressed at this time as to the have been more favorable of late, the current prospect 
extent to which higher prices can be made effective with- at best for this group suggests little more than a mod. 
out impairing consumer purchasing. No serious diffi- erate gain in sales and profits. 
culty may be encountered, but much will depend upon Dividend prospects for merchandising companies must 
the degree that consumers’ buying power keeps pace be adjudged largely by individual units. In the case of I, 
with rising prices. The department stores particularly department store and mail order units, dividends this tial 
should benefit as a result of the early Easter this year. year promise to comprise a larger portion of earnings. spel 
Mail order companies appear to be in a favored position Most of them with their fiscal year ending in 1937 were ie 
and likely to benefit not only from increased sales in not subject to the surplus profits tax against last year’s per 
agricultural territories, but larger urban sales as well earnings, but they will be subject to the levy against gait 
may combine to swell volumes to record levels. Al- current profits. The merchandise group, as a whole, in- rei! 
though legislative developments involving grocery chains cludes a good choice of dependable income mediums evel 
Px dep 
evel 
Position of Leading Merchandise Stocks wel 
iePenk, A, iA alee oll con: 
Earned per Share Price Range Divs. ized 
nee 19 Recent Paid Market COMMENT 
Company 1935 1936(E) High Low Price 1936 Ratings abo 
®Alilied Stores............. 0.30(a) 1.50(b) 201% 6% 19 0.20 A-2  Eamings should show further Improvement this year. Large: ant 
dividend likely. T 
American Stores............ 2.09 1.75 36 2412 26 2.00 B-3 Sales and profit margins lower and company may be forced te 
cut dividend. ag 
Amold Constable........... 0.66(2)  1.00(b) 185% Tt 15 0.50 A-2 Sales recorded good | in '36. Larger divs. in prospect. — 
Associated Dry Goods....... 0.11(a) 1.50(b) 27% 12% 22 None A-2 May, discharge arrears on 2nd preferred In near future. Prospech fact 
Scianaaaral, ——— long 
| Oa 3.73(a) 4.21A(b) 72 48 58 2.62 A-2 ¢ ew th Hent record. Could pay e larger divi. bere 
lend. é 
Federated Dept. Stores....... 1.60(2) 2.50(b) 461%, 201 39 . 1.75 A-2 a store holding company. Recent refunding should aid ‘37 tion 
net, pres 
First Nat'l Stores............ 1.77(¢) 2.18A(c) 584, “40 50 3.50 B-2 Eamings continue to gain providing adequate margin for regula: 
and extra dividends. a 
Gimbel Bros................ d0.11(a) 2.00(b) 27% 6%, 25 None A-2 Substantial improvement in sales and earings. May resume 
common dividends. 
Dien alee................ Nil Nil 6% 3% 4 None B-2 _—_ Earnings have Improved moderately but nothing yet available fo: ae 
common. 
GS WG Wied oSdsc0cccxs 2.19(a) 4.00(b) 5214 E 2814 44 1.30 _— ge” In present $1.40 rate should be forthcoming in new C 
ure. — rer 
Great Atlantle & Pecifie...... 7.08(f) 8.00 130% 110% 112 7.00 B-3 Indicated earnings provide adequate margin for regular $6 divi. ai 
lend. Am. 
interstate Dept. Stores........ 1.24(a) 2.75(b) 37% 10% 33 -50 A-2 = Paid $2.25 in January. May pay additional divs. later in year. Amer 
a, Sees 5.48 6.57A 93% 58% 82 7.25 B-2 Regular quarterly div. of $1 may later be augmented by extra. Am 
Kaufmann Dept. Store........ 1.75 2.75 361%, 17 30 2.25 A-2 Flood damage not serious and earnings should record furthe Celot 
ee et gains this year. C | 
Kresge, S.S...... eras 1.84(2) 1.97A(b) 32% 201 28) 4.550 AB Regular of $1.20 likely to be I d later, or augmented by _ 
extras, a —— 
| re are 2.32 2.31A 51 35%, 43 1.00 A-3 Paying $1.60 annually. Earnings would permit higher rate o SCert 
ees 1h - extra. ar 4 Conge 
Kroger Grocery............. 1.99 1.91A 28 1934 24 1.90 B-3 ree damage not extensive. Regular $1.60 divs. adequately ®Cran 
earne 
4, Sa 1.83(a) 2.50(b) 6514 4014, 54 2.00 A-2 = May show better profit margins this year. No change in divs. Devos 
Moarshall Field.............. Nil eae 251%, 111% 22 None A-2 = May show small balance last year for common. Prospects definite- ewe 
en 2 Se ia ly better. a Flintk 
May Department Stores... ... 2.81(a) 3.50(b) 70 43%, 60 2.25 A-2 a - $3 annual basis. Sales and eamings should record Game 
2 a es oa urther gains. > 
MecCory Stores.............. Rees 2.15A 231% 1214, 23 None A-2 Sharp improvement in earnings paves way for resumption of div Gene 
ee ne ee eT on_ comme eee Grane 
Melville Shoe.............. 5.02 6.50 71 55% 80 5.00 B-2 _— Earnings likely to show further moderate gains this year. May Holl 
ea ees eee raise shoe prices. = 
®Montgomery Ward... ..... 2.65(a) 4.00(b) 68 35% 64 0.60 A-1 = Sales largest in company’s history. Shares on $2 annual basis pre 
} oe aes and extras likely to be paid later in year. 
re 4.32 5.90 19% 44 75 3.25 A-2 Receatly announced 65-cent quarterly payment. Will probably Lilies 
eee ee Sree SEE TO pay extra. = alae 
National Tea............... 0.37 0.65 12%, 1% 11 0.60 B-3 Earnings moderately better. All 5% notes retired last December. Lone : 
5 5, 6.08 7.50 112% 69 100 7.25 A-2 = Sales at record high last year. Company well able to pursue ®Mas 
e Se eee eee liberal dividend policy. aay 
Safeway Stores.............. 3.07 4.03A 4952 27 44 4.001 B-2 Further moderate increase in earnings likely. No change in regu- Minn. 
LO er een lar dividends. is 
Sears, Roebuck............ 4.45(a) 7.00(b) 101% 59% 90 3.75 A-1 Paid $2.50 extra in January. Prospects excellent for current yeat Natior 
eer 8.17 10.00 114% 63 26 5.00 A-2 = Shares split 5-for-1 and pleced on $1 annual div. bas’s. May =e 
pay extras. _ Otis E 
®Woolworth, F. W.......... 3.20 3.35A 71 445, 57 2.40 A-2 = Sales should maintain uptrend. May increase dividends to $3. Paraffi 
| (a}—Fiscal year ended Jan. 31, °36. (b)—Fiscal ded Jan. 31, ‘37. . to Sept. 30. (d)—Deficit. (E)—Estimated. (f}—-12 . to Feb. 28, —. 
*36. in our eabulon the most an peanmesmaiiics. ll Oa! neg $—Partly in no aie a ee ee 
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Building Will Make Further Gains This Year 


a the aggregate, building regained a further substan- 
tial amount of lost ground last year. Private interests 
spent about sixty per cent more on construction in 1936 
than in 1935, while public expenditures were about thirty 
per cent more. This, coming on top of large percentage 
gains in previous years, may give the impression that cur- 
rently there is feverish activity in building. Such, how- 
ever, is far from being the case, for so great were the 
depths to which building sank during the depression that 
even a long series of big percentage gains still leaves it 
well below what may be considered a normal volume of 
construction. Unless this important point is fully real- 
ized, stockholders are apt to become over-concerned 
about the heights at which most of the stocks of import- 
ant building companies are selling at the present time. 
The fact that everything points to the industry having 
a great deal further to go is not to deny that at times 
progress may appear to be on the slow side. Intermediate 
factors, having nothing to do with the brightness of the 
long-term outlook, are the reason. It must be remem- 
bered that banks, insurance companies and other institu- 
tions gained control of much real estate during the de- 
pression and that in the disposal of such holdings there 


is competition with new construction. Another deterrent 
has been the matter of cost: a number of things have 
combined to raise the cost of building materials and, 
although rents have risen, too, they need to—and un- 
doubtedly will—rise much faster before building fulfills 
its promise. 

Although the stocks in the accompanying table repre- 
sent many different lines of activity, some being primarily 
dependent upon new construction while to others re- 
habilitation and modernization will bring the greatest 
benefits, all can be counted upon to give the investor 
participation in the coming increase in building activity. 
The matter of dividends is mainly a matter of business 
volume. Price-cutting may spring up in different lines 
from time to time, but a growing demand should make 
such threats to earnings of comparatively short duration. 
just as the price-cutting in roofing materials towards the 
close of 1935 and the beginning of 1936 was merely an 
interruption in the upward trend of earnings. For the 
investor willing to commit himself to an industry for the 
long-term cycle there are few groups that will be found 
to contain more attractive opportunities than the build- 
ing stocks. 





Position of sienna Building Stocks 



































































































































Earned per Share “Price. ‘Range ~ Divs 
a 36———~_ Recent Paid Market COMMENT 
BCOMpONY. 8 2 NOS 1936E "High | Low Price ~—- 1936 ——Retiing em 
Aloha Portiend Cement. sissss def 1.25 3.4% 19%, 37. ~—- 1.25 ~~ A~=1_ Dividends last year about equal estimated ing 
Am, Rad. & Std. Sanitary...... 0.24 070A 27%, 18%, 27 0.45 A=1_Likely to pay more this year as building revival proc d = 
American Seating............ 1.63 2.45A 283, 18 28 2.50 A-2 = Re $2 dividend paid in D ber, stockholders were given option 
St ae es st ee a of 1/10th of a share of common stock. ees 5 
®Armstrong Cork........... => 2.88 __ 436A 625% = 471% 69 1.50 A-1 Quarterly dividend paid in December was 50 cents. 
MENON AOOND Ss scinaccis 20.06% nals ; 2.19aA 39% 19 47 A-1__ To refund with substantial sevings in interest charges. 
Central Foundry.............. ae Peer 91% 652 11 A-2 Conversions should shortly eliminate all securities ahead of the 
See ee ee ee _ common stock, : 
SCertzin-teed Products........ Nil __ Nil 1914 8, Sere A-2 Outlook believed considerably improved. — a 
Congoleum-Nairn... . . eisieis sia 205A 44% 30% 43 1.85 |A-1 Demand for floor coverings likely to be very y lenge this year, 
a 0.18 2.00 5014 24 53 A-1 Should shortly eliminate remaining arrears on the preferred and 
ee ; ; eae Ss pe initiate common dividends, 
Devoe & Raynolds ““A"’...... 2.88b 4.49bA 63 42 74 2.00 A-1 Quarterly dividend declared in D ber was 75 cents, compared 
Riera Sa a with 50 cents previously. 
Flintkote...... Piiainisleintag eines |, 2.20 #45 30%, 43 1.00 A-1___Earnings and dividends should both be larger this year. 
ee def ¢ defcA 30 “411% 30 A-2 ag on the preferred. Net profit for the six months to Novem- 
: == Sear a t 30, 1936, was equivalent to 11 cents a share on the common. 
General Bronze.............. 0.35 def 1134 7 13 pi ges of orders on the books is believed to be much improved. 
Grand Rapids Varnish......... _ 0.96 1.50A ‘| a | ae 170.90  —=A-2__Last quarterly dividend was 25 cents—may be raised again. 
@Holland Furnace............ 1.50d 3.00 49%, 3014 50 1.25 A-1 Stockholders should receive considerably more in dividends this 
OS ees ee comma Pix ns : year, 
Johns-Manville............... 2.19 4.50 152 88 138 4.25 A-1 hae os $3,500,000 through the sale of stock for the expansion of 
a ed ee ee eee oo =: facilities. 
Lehigh Portland Cement... .. : Nil 3.60 451 15% 49 2.00  A-1__ Registered great recovery in earning power last year. 
Lone Star Cement............ 1.64 3.50 61% 3514 68 2.50 A-1 Higher rate than the regularly quarterly dividend of 50 cents ex- 
a pected, 
OMNUDER 858 ocick wea ¥< 1.70 2.50eA 641 44 70 1.37%  A-1 _ For sixteen weeks ended December 21, 1936, earned the equi- 
> aoe valent of 65 cents a share. 
Minn.-Honneywell Reg........ 2.67 4.77A 112 65 109 3.50 A-1 Demand for heat-regulating and temperature-control devices 
. ie should i heavy. 
National Gypsum “A... .... 2.47 2.88A 66 45% 77 2.507 A-1 - 2 aa dividend of $2.50 was paid in 5% second preferred 
= stoc 
BUONO WOUN 5.5 6i055 <5.5.06:04:410:2%s __ 0.36 0.90 39% 24%, 42 0.75 A-2__Large scale building activity is a division which has lagged. 5 
oo so a eee 3.10f 4.56fA 9719 67 85 2.75 A-1 For the six months to December 31, last, net profit was equivalent 


to $2.51 a shsre of common, compared with $2.39 for the cor- 
responding previous period. 











(Please turn to next page) 
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Position of Leading Building Stocks (Continued) 















































= Earned per Share Price Range Divs. i ae 
~ — Eecent Paid Market COMMENT 
Company 1935 1936(E) High § Low Price 1936 Rating 
Penn-Dixie Cement........... def Nil 1014 4% 10 (aie A-2 Large dividend arrears on the preferred. 
©Pittsburgh Plate Glass........ 5.32 140 98, 140 6.00 A-1 — Three-months-long strike settled at last. 
Pratt & Lambert.............. 1.73 371% 2934 40 2.00 A-2 neannnes paint manufacturer believed to have done better 
jast year. 
| ae 3.81 6.13A 119 744%, 128 4.00 A-1 Substantial increase in facilities recently completed — should 
make for larger profits and dividends this year. ) 
®Sherwin-Williams............ 6.18e 8.04eA 145% 117 147 4.00 A-1 Large margin of earnings over present dividend foreshadows an 
increase in the latter. 
©U. S. Gypsum.............. 2.47 4.03A 12514 801 130 3.25 A-1 Strong financial pene would seem to make the larger part of 
earnings 
Yale & Towne............... 1.01 1.80 51 33% 58 1.00 A-1 Hardware prices coe to firm on larger volume, _ 
a—Year to Oct. 31. b—Year to Wee. 30, 





® In our opinion, the more attractive profit opportunities. 


¢—Year to May 31. d—Year to March 31, °36. 


E 
e—Year to Aug. 31. 


—Estimated. A—Actualearnings. t—In stock. 
f—Year to June 30. 

















Position of Important Stocks Unclassified as to ensnaneinll 

























































































































































































in a ~ Earned per Share Price Range Divs 7 ; 
c a 936- Recent Paid Market COMMENT 
ey 1935 1936(E) ==» Hish = =~=Low _— Price ~=91936 = Rating . see ee BN avis eal 
American Benk Note. 136 j$§.124A 55% 36 39 1.40  A-2 Outlook better. — Dividends reasonably secure. = 
American Can...... 5.83 “5.80A 437% 110 108 6.00 B-3 | ing petiti rtain factor but earnings should hold 
roar Sa _ ae oS ee rae ae ee __at recent levels. Divs. fairly secure. 
® American Chain & Cable... 4.11 8.00 78% 31 86 —— 4,00 ~~=—A-2 _ Further sizable gains in earnings likely. Could pay a higher div, 
American Chicle............ 5.94 689A 113% 871% 102. 6.50 ~——B-2__Eartnings gains may be limited but divs. likely to continue liberal. 
American Safety Razor. . 2.42 2.75 39%, 31 34 Fe 25(a) B-2 Earnings unlikely to gain - this year but should provide 
Se ee ln ane ____ adequate coverage for iv. 
® American Type Founders... .... 3 0. 2.55(c) =... SO. - 90 None_ ou A-2 _Thorough reorganization Pie reflect favorably in later earnings. 
PPtes Piywood.....5...55. 0.30(b) 1.616) 21% _Th 2% ~— 0.50 A=-2_ Latest div. 37%/c. Should pay at least $1.50 this year. _ 
Cities Service... serssess, d004 = =d 7% __4-" None _A-3, _Earnings have shown encouraging gains, but div. prospects obscure. 
Coca-Cola. . Sees 3.48 450 134 84 135 4,00 ~ B -1 _ Brilliant earnings record. Higher divs. likely this year. 
SieeAiabeie.. 1.36 1.00 21%, 13 19 0.75 B-3 Company tioned in d merger negotiati Earnings 
- ep Pee ee ee a Sele ae 2 : outlook better. ee 
Commercial Credit........... 5.60 6.07A 84% 44 66 5.62 B-2 po earnings at record level, ‘May pay moderately higher divs, 
——_—- ee ee ee ae ae this year. 
Commercial Investment Trust... _ 3. 36(f) —5.81A 91%, 55 73, 4.90% _B. 2 _ Earnings at a new high record. _ Higher divs. probable this year. _ 
Container Corp.......... 1.89 2.10 26%, 1534 29 1.25 A-2 Prospective increase in paper ‘tenend products should substantially 
a = = a current net. Higher divs. likely, 
Continental Can............. 4.21 3.17A 8714 63%, 62 3.25 B-3 Net lower due to monde. Substantial improvement not in sight 
= but divs. fairly secure. 
Crown Cork & Seal.......... 3.87 4.65 91% 4354 93 4.50 A-2 = Activities greatly expanded, and likely to contribute appreciably 
to 37 net. Divs. should keep pace. 
Diamond Match............. 1.75 1.60 40% 301% 35 1.75 B-3 Lower — restrict net but earnings and divs. likely to 
ee stable. 
Eastman Kodak.............. 6.90 7.70A 185 156 173 6.75 A-2 Yeap pod rayon on activities i ingly important. Liberal 
Bon. vs. shou 
© General Refractories....... 1.44 3.50 71 33% 66 3.25 A-1 Sustained steel activity promises further upturn in '37 net. 
Gillette Safety Razor........ 1.51, 1.70 185, 1356 19 1.25 _B-3__ Earnings may gain moderately this year. Divs. secure. 
SR ciethosesacsaves 3.23(g) 3.29(g) 551% 391% 50 2.00 B-2 Earnings may run as high as $4 a share in ‘37. Could paya 
higher dividend. 
Greyhound Corp............ 1.50 17% 14%, 16 95 B-3 Shares split 4-for-1. Reorganizing subsidiaries. No early 
m7 " change in dividends. 
Harbison-Walker Ref... ... 1.20 2.41A 55 3014 54 2.25 A-1 Prospects favorable for further increase in net accompanied by 
eevee higher dividends. 
Harel-Atlas Glass........... 7.58 8.00 133 99% 1027.64 ~~ B-3__Earnings should permit continuance of liberal div. policy. 
‘Household Finance. 5.42 7.04A 7055 54%, 70 4.15. B-2 Record ings in '36 foreshadow higher dividends. 
Lehmen Corp............... 1.44(b) 2.77(b) 12334 89 127 5.00 oe value $137.20 as of 12/31/36. Divs. should keep pace 
a ei 4 with earnings. 
® Libbey-Owens-Ford....... 3.26 4.144 8014, 471%, 77 3.50 A-1 °36 results best in company’s history. Should pay at least $4 this 
sa tecia year, 
Liquid Carbonic. ttseeeseees 2.62 3.47A 461 32% 49 1.85 —A-2__ Earnings currently may amount to $5 a share. Higher divs. likely. 
Owens-Illinois Glass......... 6.57 7.59A 164 128 168 6.00 A-2 al earnings in company’s history in '36. Likely to pay ex- 
© Pittsburgh Screw & Bolt.... 0.03 0.75 13% 7% 18 0.52 £A-2 “i business being booked in record volume. Another div. 
=——- -- 2 es likely in near future. 
Procter & Gamble........... 1.17(b) 2.03(b) 56 401%, 631.87 B-2 _ Prices on soap increased recently. Sustained earnings probable. 
Radio Corp................. 0.13 0.20 14% 9%, 12 None B-2 Further improvement likely this year. Divs. not in sight. 
Reynolds Metals............ 1.29 2.00 34 22/2 28 2.00. A-2 Has potentially important stake in building industry. No change 
7 in dividends. ; 
Sutherland Paper............ 2.15 2.54A 37% 23 36 1.80 B-2 _ Earnings likely ‘to maintain gains in ‘37. May pay $2 in divs. 
ee. See 1.32 1.50 16% 103%, 15 0.75 B-2 Earnings aided by non-recurring income. Further divs. probable. 
United Ae 3.54 4.84 87 66% 84 4.25 B-2 Further recovery in net likely this year, accompanied by extra divs. 
U.S. forte... eee. 2.53 2.60 39% 24, 30 1.75 B-2 Should benefit by railroad store-door pickup service. Moderate 
~ ly higher div. may be paid. See 
Wrigley, (Wm., Jr.)......... 3.94 4.00 79 63 72 4.00 B-3 May improve profit margins in '37. Generous divs. should con- 
tinue. 








(E)—Estimated. A—Actual earnings. (a)—Paid on new stock. (b)—6 mos. ~ aed 31. 
(s)—Year ended 10/31 


® In our opinion, the more attractive profit oppotunities. 


(c)—6 mos. to Sept. 30. (f)—Adijusted for 20% stock dividend. 
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Business Again Carries 


Large Inventories 


How Will Profits Be Affected? 


BY RALPH E. DUNCAN 


= scale buying of materials and merchandise in 
anticipation of future needs by leading industrial and 
mercantile establishments indicates as well as anything 
could how the business picture looks to the men at the 
top. 

Accumulation of inventories against future require- 
ments has been in progress for some time past in many 
companies, and there is evidence that forward buying is 
still an important factor in shaping the trend of current 
trade. Buying of that character undoubtedly explains 
why the steel industry has been able to operate at a 
gradually increasing rate despite the handicaps imposed 
by drought, floods, strikes, elections and other disturbing 
influences. The situation is similar in other producing 
industries that furnish the basic materials used in manu- 
facture. 

Inventories have been built up mainly in anticipation 
of higher prices and better business without a doubt, 
although other considerations such as 
anticipated labor trouble have, in some 
cases, undoubtedly, entered into the cal- 
culations of buyers. 

Investors and managements alike are 
pondering over the question whether the 
larger inventories now carried by their 
own and other companies will return a 
satisfactory profit. The growth of in- 
ventory very definitely alters the factor 
of potential earnings, and that, of course, 
is a matter of vital importance to invest- 
ors. 

All lines of business inevitably feel the 
effects of forward buying, first, as a con- 
sequence of the increased activity en- 
gendered while the accumulation of sup- 
plies is taking place, and afterward in a 
slackening of demand as consumers fall 
back on their inventories. 

Hand-to-mouth buying, on the one 
hand, tends to accelerate the decline of 
prices in a falling market and makes for 
a buyers’ market. And a buyers’ market 
is always a waiting market. When the 
factors are reversed, however, and there 


Gendreau 
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is large-scale accumulation of inventories in a rising mar- 
ket, as at present, the tendency is toward a sellers’ mar- 
ket. 

That the balance between supply and demand has at 
last shifted in the sellers’ favor is manifest in the firming 
of the price basis in the principal primary markets. Most 
commodities are selling at prices substantially above 
those of a year ago. 

The existence of relatively large inventories in many 
balance sheets naturally raises the question of whether 
or not the present business recovery is a cyclical and tem- 
porary movement, or whether it is a permanent forward 
movement, as the followers of the “planned economy” 
theory would probably insist. 

Those companies that laid in surplus stocks of mate- 
rials and merchandise while prices were on a lower basis 
are in a position to realize a twofold profit, unless an un- 
foreseen slackening of business occurs and prices drop 





Stocks of Materials Rise in a Seller's Market. Tin Plate in Storage. 


631 





back to former levels. This is not an early probability. 

Among the outstanding examples of large-scale ac- 
cumulation of inventories are the two leading mail order 
companies. Both Sears, Roebuck and Co. and Mont- 
gomery Ward and Co. during 1936 build up the largest 
inventories in their history, as shown by recent balance 
sheets. Several of the large chain store organizations 





Some Companies That Have Increased 
Inventories 


1936 1935 
American Can Co................ . $31,757,024 $29,137,484 
(date: Dec. 31) 





American Rolling Mill Co. SS ialgtane 26,018,353 23,549,214 
(dates: Sept. 30, '36; Dec. 31, "'35) 

RD a cata cxwoe kn dss aesss one 103,404,369 92,457,081 
(dates: Oct. 31, '36; Nov. 2, '35) 

Se .. 60,853,474 57,701,507 
(dates: June 30, P36; Dec. 31, '35) 

A.M, coe - a 2S ee 1,721,566 1,478,006 
(date: Sept. 30) 

Caterpillar a hin tebes sees ees osm ‘ 16,670,371 12,178,762 
(date: Dec. 31) 

Celotex C See TN eT en 1,183,577 834,225 
(dates: "Oc. 31, ‘36; Nov. 1, '35) 

NS LS) Ca nee 3,164,322 2,107,231 
(dates: Jan. 2, '37; ‘Dec. 28, '35) 

Chrysler ~~ Goat SD hic ccs whee o's 35a 37,136,331 28,297,393 
(date: Sept. 30) 

Cudahy ec Te ae an na piwisloiane aisles ne 26,100,735 21,361,083 
(dates: Oct. 31, '36) Nov. 2, '35) 

E. I. du Pont de Nemours & Co.. 50,547,571 44,571,517 
(dates: Dec. 31, consol. bai. ‘sh. _ 

Endicott-Johnson Corp... .....-....000-000- 18,271,890 17,789,677 
(date: Nov. 30) 

General Motors Corp. (incl. subs.).................-4. 165,847,807 156,647,235 
(date: Sept. 30) 

General Tire & Rubber Co. (and subs.)...... 2.6... 2400 4,157,209 3,681,706 

b + (date: Nov. 30) 

Glidden Co. hoa. DGD suchen eesosesebsaksesknnce 10,106,827 9,258,576 
(date: 31) 

Jonas & sted PIPED csp cssabinseanes 1,088,054 732,282 
(dates: Oct. 31; subs. Aug. 31) 

Ss. R. Kinney a Inc. (and subs.) mdse... .. 3,706,946 3,567,856 

t (date: Dec. 31) 

Kroger Grocery & Baking Co.............. 19,332,333 18,970,661 
(dates: June 13, 36) June 15, '35) 1 

Lee Rubber & Tire Co. (and subs.).......-...--..-0-4, 3,336,361 2,773,266 
(date: Oct. 31) 

Marshall Field & Co. (mdse.) 
Manufacturing Division.......... ; iawveesess SOD 10,681,996 
NERS RI See Oa eS 10,481,639 10,780,580 

hse 6 os eshde ince 21,719,200 21,462,576 

sean oe 30, '36; Dec. 31, '35) 

Montgomery Ward & Co. (and subs.).... 75,913,377 65,435,102 
(dates: Oct. 31, '36; Jan. 31, '36) 

John Morrell & Co. (and subs.)........ 9,108,707 7,027,101 
(dates: Oct. 31, '36; Nov. 2, '35) 

G. C. Murphy Co. (and subs.)........ 4,712,620 3,946,884 
(date: Dec. 31) 

OS : 70,827,844 48,950,340 
(dates: oo 30, '36; Dec. 31, '35) 

Safeway Stores, Inc.................... 29,605,070 27,932,754 
(dates: 6/ ny 36; 12/31/35) 

Sears, Roebuck & Co................... 82,775,893 77,906,711 
(dates: July 16, *36; Jan. 29, '36) 

ee SSsuuseeeer we : 3,548,714 2,827,945 
0% Oct. 31) 

i ee i dn 006s n 0s ‘ . 105,064,272 97,983,421 
gan Oct. 31, '36; Oct. 26, '35) 

Standard Brands, Inc. (and subs.)....... ; 24,801,099 16,159,392 
(date: Dec. 31) 

United States Rubber Co............. 33,317,884 30,286,764 
(date: June 30) 

Wilson & Co., Inc. (and subs.)............ 28,938,382 23,226,479 
(dates: Oct. 31, '36; Oct. 26, '35) 

F. W. Woolworth Co................. 44,241,136 38,675,694 
(date: Dec. 21) 





also have reported heavy additions to inventory, notably 
the J. C. Penney Co., F. W. Woolworth Co., and Safe- 
way Stores, Inc. 

The mail order companies and chain stores were 
among the first to change over from a hand-to-mouth 
policy to forward buying on a large scale. Both Sears 
Roebuck and Montgomery Ward began to accumulate 
sizable surplus stocks as early as 1932 and 1933 when 
prices of staples were at the low point of the depression. 
Their inventory position has been consistently bul- 
warked in each subsequent period, as disclosed in the 
annual balance sheets. 

Sales of the mail order companies in all divisions of 
the business rose to new record highs in 1936, and fully 
justified the policy of forward buying that was inaugu- 
rated in previous periods. Some of the business gained 
was probably gotten at the expense of competitive losses 
by independent retailers and distributors, but it was pri- 
marily due to a revival of confidence in the business situ- 
ation such that the public came into the market to buy. 

When Montgomery Ward announced recently that its 
new catalogue would come out with prices about one per 
cent lower than a year ago, at a time when prices gener- 
ally were tending to be firmer, a logical inference was 
that the lower catalogue prices betokened an excessively 
large inventory of goods on hand which the company 
was endeavoring to move. 

There are good reasons why the Ward management 
might consider it advisable to readjust inventories, 
especially in lines that move slowly. However, it would 
be unsafe to conclude that the big mail order concern 
had definitely decided to lighten inventories in anticipa- 
tion of either a weak price situation or a lessened buying 
power and public demand. Many of the company’s 
stores and much of its mail patronage are located in the 
area that suffered heavily in the drought of the past 
summer. A readjustment of retail stocks and warehouse 
inventories would be an inevitable consequence of the 
drought. 

Mark-downs would thus be in order on lines of mer- 
chandise that were held back by drought conditions. 
That expedient, made necessary by temporary and un- 
usual circumstances, does not by any means imply a loss 
of confidence in the business situation by the Ward man- 
agement or a retreat from the policy of forward buying. 
The steady upward trend of sales in both the mail order 
and retail divisions, to the contrary, is the best possible 
proof of the correctness of Montgomery Ward’s earlier 
estimates of their market. Sales for the fiscal year to 
January 31, 1937, were $376,94 1,690, or 23.1 per cent more 
than in the preceding annual period, and the largest for 
any twelve months in history. 

The chain stores in all divisions of trade are enjoying 
the best winter patronage they have experienced in 
many years. As a group they reported the best January 
sales since the depression began. The mail order retail 
chains made a particularly good showing, with an in- 
crease of 21.4 per cent for the first month of 1937 as com- 
pared with January a year ago. 

Forward buying is not by any means confined to the 
large establishments. The general public is doing it, 
too, via the route of instalment buying. Financing 
companies report a marked (Please turn to page 652) 
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The Good and Bad 


in Low-Priced Stocks 


BY STANLEY DEVLIN 


The lure of possible large profits on relatively small capital has recently brought 


low price shares much popularity. 
through handsomely, others will undoubtedly follow suit. 


Some issues in this category have come 
On the other hand 


many of these issues are low priced for fundamental reasons and may never be 
anything else. Great care must therefore be exercised in their selection and some 
reasonable justification in the company’s position and prospects must be found. 
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Company High _ _Llow _Price a ae COMMENT 
Anelean Power & Light........ 14344 ‘1% 14 Utility balding company— thee, Bond & Share group. , Earnings seamen ~— recovery and may 
show 30 cents for the common for 1936. Fair sp ition under Public 
= ‘ ___Utility Act. 
American Zinc, Lead & Smelting... . 1/4 31% 15% Operations still in the red, but recent losses have been less. Would benefit by higher prices for 
Dad to ; ne lead and zinc. Shares appear amply valued on basis of near term prospects. _ 
ened) |S Ie a Ty, 47g 12 Recent payment of a 15-cent div. has attracted speculative interest. Earned_74 cents inJlast}fiscal 
nevi on. 2 a mie ____ year, Shares seem reasonably priced for medium term holding. 
Baldwin Locomotive............... : 11% 2% 9 Reorganization plan. yer Substantial increase in new orders and promising outlook lends a 
of sp to shares. 
WERE phe os aba aie hcS 5 cea as 6% 15% 9% 13% Orders large but recent earning power does not support prevailing quotations. Will probably 
LS 2, 5 ae tin. : a show nothing for common for '3 
Callahan Zine Lead.................. 3 Ye 31% Radical lati dicated chiefly on the company’s success in developing ore reserves. Issue 
my as ee is without current earning power, 
Calumet & Hecla.................... 16% 6 18 Higher copper prices foreshadow ‘urther ings gains, although the shares appear to be appraising 
Or Sat the better k rather g ly. 
Central Foundry................0-- : 91 6% 11 Formerly Universal Pipe & Radiat Drastic reorg tion places y on a firm basis to 
s Jatt: = share in further recovery of ——— sctivity, Shares hai have eediine promise. 
C ealth & South 51 2% 3% Sharp i p tin '36 bled company to show 13 cents forcommon. Shares involve 
7 be - es peculative ti prime a the factor of Government power competition. 
Ce S| a 9%, 3% 17 Fa earnings estimated at $1.10 a share. Divs. recently i d, and outlook promising. Shares 
ave merit. 
Federal Motor Truck................- 121, TY, 11 Sales increased about 35% last year. Earnings were probably better than 50c a share. Stock 
ee = has moderate speculative possibilities. 
RNID 6 Sin enscecbesebaceuiccees 4 2 4%, Operati still showing loss. Recent speculative activity may have been based on rumor that 
oe > va compeny may build tractor motors for Sears Roebuck, 
a S| Se ee 13% 63/2 16 = lower in '36 but pany engaged in develop t projects which may have important poten- 
tialties. 
International Agricultural Chemical... .. 5% 2% 8 Prospects indicate larger sales volume but ve ditions an rtain factor. May evolve 
wn --2 ____ plan for elimination of prior preference arrears. ge amply priced. 2 
International Hydro A............... 1014 234 15 Reported to be negotiating the sale of its holdings in New England Power Assn. Earnings have 
a > ae gained and may show $3.50 on preferred in '36. Shares have longer term merit. 
International Tel. & Tel............... 191, 1114 151% Company's earnings have gained at appreciably and settlement of Spanish civil war would justify 
wh i Pe ____ higher levels for the shares. Issue is a worthy speculation. 
(ERE ne en eee een eae 13% 6% 12 Earned about 45 cents a share in '36. New models add to sales volume. Shares moderately at- 
tractive. 
Pittsburgh Screw & Bolt............... 13% 7 18 Orders large and higher prices now in effect. Funded debt being reduced. May pay another 
sage) ___dividend soon. Shares have attractive possibilities. 
WEMIDMONDS 22sec icles taccaveekie 1414 9%, 12 Earned 20 cents a share last year. While primarily a long pull vehicle, shares afford an equity In 
a pets. the leading unit in a g g an ally dynamic industry. 
Radio-Keith-Orpheum................ 10% 5 91 Will issue 1 share of new common aie each 2 of old under proposed reorganization plan. Com- 
pany favored by improved prospects for motion picture industry but siares appear amply valued 
= —_ for the present. 
PUI eR ate siete baw wes aes ane es Oas 8, 4 9 Cc trati n truck facturing. Finances sound but prospective earnings do not 
support current levels Tee the shares. 
Socony-Vacuum..........cccccccece 1714 121% 19 Earnings for '36 estimated at $1.30 vs. .72. Shares reasonably priced and may be held for longer 
term appreciation. 
Ad a 15% 9 20 Estimated to have earned 80c a share in '36. Sales have gained substantially this year and shares 
— : have interesting market possibilities. 
PL IMND oS caseccspadidlsa shies 9% 53% 7 Earned 19c in '36 vs. 11¢ in '35. Asset “ee $8. 55 a share 12/31/36. Shares are reasonably 
se valued but are primarily a long term a 
Warner Bros. Pictures. ............... 1834 9% 16 Plan for stock fi i band Recent earnings have shown an encouraging gain. 
Shares have moderate attraction for medium term reten! oN 
PNM Ak sc etin cies ceeasaaes 11 6% 113% Earned $1 .06 in * oa Company's showing better than for the packing industry as a wiele. Shares 
ly price 
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UNION OIL CO. 


OF CALIFORNIA 





Earnings Come Back 


Present Outlook Favorable 


in Territory Served 


BY PHILLIP DOBBS 


QO, February 3, 1900, there was opened in Los An- 
geles a stock exchange. On March 27 of the same year 
a stockholder in the ten-year old Union Oil Co. of Cali- 
fornia made use of the new facilities and disposed of his 
holdings for $40 a share. He probably lived to regret it, 
for even in 1900 the stock brought as much as $60 a 
share. 

Both the City of Los Angeles and the Union Oil Co. of 
California have come a long way in the past thirty-seven 

_years. The company has grown to be a hundred-and- 
fifty million dollar organization and, had the purchaser 
in the first exchange transaction maintained his holdings 
inviolate (disregarding “rights” entirely) he would be 
today the possessor of roughly twenty-five times as 
many shares, worth at current quotations of $27 a share 
some seventeen times his original investment. 

Although Union Oil has grown mightily, it started out 
as a Pacific Coast enterprise and remains today essen- 
tially the same thing. It is true that the company has 
made some sallies from its chosen territory. It holds 
four hundred thousand odd acres in Colombia and 
through a wholly-owned subsidiary has an interest in 
large Venezuelan acreage. At one time a half interest 
was held in a far-off Australian-New Zealand marketing 
organization, but this was sold some years ago to Stand- 
ard Oil (New Jersey). But these were something in 
the nature of lapses: principal producing acreage is at 
Santa Fe Springs in California and elsewhere in the same 
state the company owns and leases other property. 

The number of wells owned by the company is some- 
thing in excess of a thousand, about two-thirds of which 
are producing, the balance being shut in. Last year pro- 
duction subject to royalties totalled 20,682,258 barrels, 
compared with 19,057,859 barrels in 1935. Deducting 
royalty interests, net production last year was 17,033,934 
barrels, against 15,741,804 barrels in the previous year. 
An extensive system of gathering lines and pipe lines is 
operated which not only transport the company’s own 
production but a substantial amount for others. Last 
year the amount moved for others was about 24 per 
cent of the total. 


634 


Five refineries are owned, all in California, the largest 
being on the outskirts of Los Angeles. As Union Oil sold 
well over 30,000,000 barrels during 1936, it is evident that 
a very substantial proportion of crude requirements are 
purchased from outside interests. This would be the 
smaller, of course, were it not for the company’s own 
wells which are partially or completely shut down. 

The company’s line is a complete one, most of it being 
sold under well-known trade names. Gasoline is sold as 
“Union 76,” “Union Ethyl,” and “White Magic,” a 
competitive fuel; motor oils as “Triton,” “Motoreze,” 
etc., and greases as “Red Line.” In addition, the com- 
pany sells kerosene and fuel oils, cleaners, solvents and 
waxes, asphalt and road oils. Many of these, too, are 
trade-marked. 

Distribution covers all the Pacific Coast states, Ari- 
zona and Nevada, Alaska, Canada, Mexico and all the 
way down to Panama. Union Oil has close to a thousand 
gasoline stations of its own, although much business is 
done at wholesale and through independent retailers. 
The company’s own equipment used in distribution in- 
cludes tank cars and tank trucks and an extensive fleet of 
tankers, barges and motor boats. 

For a number of years prior to the depression the earn- 
ings of the Union Oil Co. of California on a per-share 
basis were relatively stable. The company, however, 
was not among the few that escaped the general disaster: 
from the equivalent of $3.56 a share of common stock 


in 1929, earnings fell to the equivalent of only 45 cents’ 


a share in 1933. By 1935 there had been a recovery to 
$1.15 a share, while there has just been reported for last 
year a profit equivalent to $1.40 cents a share of com- 
mon stock. This is a substantial margin over the regular 
annual dividend of $1—a dividend incidentally which 
was maintained in 1933 and 1934 when it was not being 
earned. 

The showing last year was the more gratifying because 
of the exceedingly poor first quarter. This period con- 
tributed only 9 cents to the year’s total. It is to be re- 
marked, too, that strikes and other disturbances on the 
Pacific Coast undoubtedly have been an adverse influ- 
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Propane plant used to manufacture pure paraffin-base motor oil. 


ence. With both the unsettled marketing conditions, 
which so reduced earnings during the first three months 
of 1936, and the maritime strike eliminated, it would 
seem that the company has a current earning power 
well in excess of $2 a share. It might even be as much 
as 50 cents more than this and, if so, the current price of 
$27 a share would seem by no means high. 

Like many other corporations, Union Oil is taking ad- 
vantage of the present ease in the money market to 
refund old debts at a lower rate of interest and to raise 
money for expansion. Early in January, $10,000,000 in 
8% per cent debentures, convertible into thirty shares 
of common stock, were offered at 
105%. The purpose of this issue 
was to raise money for the retire- 
ment of $7,500,000 of 4 per cent 
debentures, while $1,900,000 of the 
balance remaining was for the 
construction of a new cracking 
plant at the company’s Oleum re- 
finery. However, rather an un- 
usual thing has happened. The 4 
per cent debentures were also 
convertibles, the privilege being to 
exchange them for common stock 
at $25 a share. In the middle of 
December when the 4s were called 
the common stock of Union Oil was 
selling for about $24 a share and 
an unusual feature of the new 314s 
was that holders of the old deben- 
tures were to be given a preferen- 
tial period of thirty-six hours dur- 
ing which to exchange the two 
series. Between this time, how- 
ever, and February 4, the date set 
for the redemption of the 4s, Union 
Oil’s common moved through the 


FEBRUARY 27, 1937 





convertible price of $25 and, as a re- 
sult more than $7,000,000 of the 4 per 
cent debentures were converted into 
stock. 

This unexpected development has 
materially hastened the company’s 
program of debt elimination, for the 
directors promptly turned around and 
called all the outstanding serial de- 
bentures. They totalled $4,800,000 
and in the ordinary course of events 
they would have been paid as they 
matured between now and 1940. 
The upshot of it all is that Union Oil’s 
funded debt, which stood at $21,500,- 
000 at the beginning of last year, will 
be reduced to $18,026,500. From the 
company’s standpoint, nothing more 
can be done. There is an issue of 6s 
due in 1942, but these are non-call- 
able: as to the recently issued 3's. 
these are not callable until 1940. Of 
course, the convertible privilege of the 
new 314s may become effective and. 
if it did, there would be a further 
reduction of debt. but this is not 
something in which the company can take the initiative. 

Junior to the bonds mentioned, there is nothing but 
common stock in the capital structure of Union Oil. At 
the end of last year there were 4,386,070 shares outstand- 
ing. Since that time, however, stock has been issued in 
exchange for the 4 per cent convertible debentures and 
the total shares outstanding is now some 4,666,270. 

Union Oil has long maintained a strong working capi- 
tal position. At the end of last year current assets aggre- 
gated $43,500,000, of which close to $12,000,000 was in 
the form of cash or its equivalent. Current liabilities 
totalled $7,400,000. At the (Please turn to page 652) 





Photos in this article by courtesy Union Oil Co. of California 


Union Oil's manufacturing and refining plant at Oleum, Calif. 
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Bull Market? 


Not all stocks enjoyed a bull mar- 
ket in 1936. The monthly bulletin 
of the New York Stock Exchange 
revealed that out of 683 active issues 
traded last year, 120 declined. Of 
these, 105 showed declines ranging 
up to 25%, while fifteen more de- 
clined more than 25%. Of the 563 
issues which gained in value during 
1936, 190 appreciated up to 25%; 
139 issues 25% to 50%; 83 issues 
50% to 75%; and 48 issues 75% to 
100%. Six issues recorded gains of 
more than 275%. A highly selective 
market, indeed. 





Heavy Trucks to the Fore 


Truck sales in 1936 attained a new 
high record. The great bulk of the 
volume, however, was accounted for 
by the lighter units, trucks of 14, 
1, and 114 tons capacity. As a con- 
sequence, Ford, General Motors, 
Chrysler and International Har- 
vester, all specializing in light trucks, 
led the field by a considerable mar- 
gin. Recently, however, there has 
been a noticeable spurt in the sales 
of heavier trucks with a capacity of 
2% tons or more. Replacement of 
old trucks would constitute a logical 
part of an industrial rehabilitation 
program, such as is currently being 
pursued in every major industry, 
and such demand promises to en- 
large materially the demand for 
heavy trucking equipment. Although 
most of the manufacturers of heavy 
trucks have enlarged their line to in- 
clude lighter units, such companies 
as Mack Trucks and White Motor 
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For Profit and Income 
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are best equipped to supply the de- 
mand for larger units and might be 
expected to gain important benefits 
from the trend now in evidence. 


Sullivan Machinery 


Sullivan Machinery is an old es- 
tablished enterprise manufacturing 
a complete line of diamond core 
drills, air and gas compressors, rock 
and hammer drills and other types 
of machinery for mining and quarry- 
ing purposes. Modestly capitalized, 
outstanding shares totaling only 
186,774, the company in the five 
years prior to 1930 averaged earn- 
ings equal to about $4.90 a share. 
Dividends of $4 a share were paid 
from 1924 to 1929 inclusive. After 
deficits in each year since 1929, 
operations were restored to a profit- 
able basis last year and it is likely 
that the final report will show in 
the neighborhood of $1.25 a share 
for the stock. The company is in a 
comfortable financial position and 
the resumption of dividends in the 
near future appears readily possible. 
Currently quoted around 25-26 on 
the N. Y. Curb, the shares possess 
interesting possibilities for price ap- 
preciation in line with the favorable 
prospects for further recovery in the 
company’s earning power. 


Newcomers to the N. Y. Stock 
Exchange 


International Mining . . . Com- 
pany is an investment organization 
owning sizable blocks of oil and min- 
ing stocks, including the shares of 


such established companies as Amer- 
ada Corp., Anaconda, Consolidated 
Oil, Continental Oil and _ others. 
Capitalization 628,230 shares,, divi- 
dends paid in 1936 totaled 90 cents 
a share. 

Atlas Corp. . . . Company is one 
of the largest investment trusts, 
having assets of more than $113,- 
000,000. Outstanding preferred stock, 
$50 par, totals 469,253 shares and 
there are 4,091,400 shares of com- 
mon. Common stock pays dividends 
of 80 cents annually and as of Octo- 
ber 31, 1936, had a net asset value 
of $18.77 a share. 

Doehler Die Casting ... Company 
manufactures die castings of tin, 
lead, zinc, brass and aluminum al- 
loys for the automobile, electrical 
equipment, household appliance and 
numerous other industries. Capitali- 
zation consists of 283,187 shares of 
stock on which earnings for 1936 
were probably about $3.50 a share. 
Company paid total dividends of $1 
a share last year. 

Smith (L. C.) & Corona Type- 
writers ... Fourth largest manufac- 
turer of typewriters and supplies. 
Company does a large export busi- 
ness and earned $3.25 a share on its 
common stock in the fiscal year 
ended June 30, 1936. Current earn- 
ings are running ahead of last year 
and dividends in excess of the $1 
paid last year should be forthcoming. 

United Stockyards Corp....Com- 
pany has a substantial interest in 
eight important stockyards acquired 
from Swift & Co. In addition to 
224.000 shares of common stock, 
there are 310,000 shares of conver- 
tible preferred and $4,500,000 444% 
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bonds due 1951. All of 
these securities were pub- 
licly issued last year. Com- 
pany’s equity in the earn- 
ings of subsidiaries for the 
first nine months of last 
year were equal, after fixed 
charges and preferred divi- 
dends, to 30 cents a share 
for the common. 

Gar Wood Industries . . . 
Company manufactures 
truck hoists, house heating 
and air conditioning units, 
bus bodies and road build- 
ing machinery. The 800,- 
000 shares of common 
stock are outranked by 
only $112,500 serial notes. 
Company’s net last year 
may show around $1.50 a 
share available for the 
common, against 55 cents 
paid in dividends. 


Rayon Continues to Break 
Records 


Among the leading tex- 
tiles, rayon is far and away 
the most dynamic. Con- 
sumption last year in- 
creased nearly 25%, set- 
ting another high record. 
Production, oddly enough, 
gained only 10% in 1936, 
with the result that inven- 
tories were reduced consid- 
erably and imports were 
necessary to supply de- 
mand. Rayon is also com- 
ing into increasing use as a 
substitute for wool. Con- 
siderable expansion in the 


manufacturing capacity of the in- 





international Tel. & Tel. 


Boeing Airplane. 


Hudson Motor. 


. S. Gypsum. 


Developments in Companies Recently Discussed 


Recent victories by 
rebel forces in Spain were reflected in 
higher prices for the company's shares. 
Despite the fact that I. T. & T. is by no 
means dependent upon its facilities in 
Spain, which are only a single unit in its 
wide-flung ramifications, the civil war in 
that country has apparently retarded the 
shares marketwise to a point where the 
substantial improvement in the showing of 
other subsidiaries has gone unnoticed. 


Identified prominently 
with the manufacture of military and 
naval aircraft, the company is reported 
planning to enter the commercial trans- 
port field on a large scale, with a huge 
passenger plane. Company recently re- 
ceived orders for six 40-ton clipper ships 


from the Pan-American Airways. 


Company is planning to step 
up production. Estimated output of Hud- 
son and Terraplane models in January was 
placed at more than 13,000 units, an in- 


crease of better than 3,000 over January, 


1936. 
ported to be particularly active. 


Sales of Terraplane models are re- 


Company's report for 1936 
disclosed net equal to $4.01 a share, as 
compared with $2.47 in 1935. Current as- 
sets at the year-end, including over $11,- 
000,000 in cash and marketable securities, 
amounted to nearly $22,000,000, while cur- 
rent liabilities totaled $3,261,942. 


Cutler-Hammer. 


Recently declared a 50-cen? 
quarterly dividend, or double the rate in 
effect during 1936. Last year the company 
paid a total of $2.75 a share, of which 
$1.75 were extras. 


B. F. Goodrich. Company's report for 1936 


showed the highest net since 1929. In 
fact, net income last year was but little 
more than $100,000 under 1929. Earnings 
were equal to $4.03 a share for the com- 
mon as compared with $1.18 a share in 
1935. 


Remington Rand. A substantial gain in new 


McCrory Stores. 


Acme Steel. 


business has brought the company's un- 
filled orders to the highest level in its his- 
tory. When the company's fiscal year ends 
on March 31, next, it would not be sur- 
prising if earnings were equivalent to $1.75 
a share after heavy non-recurring expenses. 


Net profit last year was 
equal to $2.15 a share on the common 
stock. Considering that the company 
only last year, emerged from reorganiza- 
tion, the initial showing under the new 
capital set-up may be regarded as quite 
satisfactory. 


Announcement of the company's 
earnings for 1936 was followed by a sharp 
upturn in the market price of the shares. 
Net profit last year was equal to $6.57 a 
share, as compared with $5.37 in 1935. In 
the final quarter of 1936, the company 
earned $2.17 a share. 





pose $15,000,000 debenture 


Sl4’s 





dustry has been planned for this 
year but additional plant facilities 
will not be available for some ‘ime. 
Accordingly, the industry will con- 
tinue in a strong statistical position. 
This favorable condition has recent- 
ly been reflected in the earnings and 
market action of such representa- 
tive rayon companies as Celanese, 
Tubize Chatillon and Industrial 
Rayon. 





New Paramount Debentures 


Paramount Pictures will refund a 
portion of the outstanding deben- 
ture 6’s 1955, issuing for that pur- 
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due 1947. Holders of the 6’s, up to 
a total amount of $15,000,000 will 
have the privilege of exchanging for 
the new 314’s on an equal basis. 
Issued at the time of the company’s 
reorganization in 1935, the 6’s 
were originally outstanding in the 
emount of $24,998,112, of which 
$2,376,000 are held in the com- 
pany’s treasury. As an inducement 
to holders to accept the new bonds, 
lower cou- 
arry a con- 


carrying a su! 
pon rate, the 

vertible feat holders to 
convert int any’s com- 
mon _ stock ‘3 a share 
until March 1] thereafter 


until March 1, 1947, at $40 a share. 
With the stock currently selling 
around 26, no immediate value at- 
taches to the convertible privilege, 
but with the company’s profits 
showing substantial improvement, 
the shares this year may earn as 
much as $4 each, and if such proves 
to be the case the shares would 
doubtless sell materially above the 
initial conversion price of $33.33 1/3. 


Boeing Airplane Obtains 
Big Order 


TWA kas just announced that it 
has placed orders with the Boeing 
(Please turn to page 660) 
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CONGOLEUM-NAIRN 





Favored by Expanding Demand 


Larger Volume Should Lower 


Costs and Increase Earnings 


BY STEPHEN VALIANT 


Re ictiadi the role which mechanism of production 
methods has played in the growth of Congoleum-Nairn 
to its ranking position in the hard surface floor covering 
industry, it is no wonder that the company’s name was 
frequently mentioned in the flare of popular interest in 
“technocracy” several years ago. The original business 
of the Congoleum division was a small factory in Erie, 
Pa., devoted to the manufacture of a product known in 
the trade as “rug border’—a hard surface floor cover- 
ing, produced on an asphalt saturated felt base. Engi- 
neers of the company perfected machinery by which 
hard surfaced “rugs” with a complete pattern and border 
could be printed at a cost sufficiently low to compete 
with the cheaper grades of linoleum. Under the trade 
name “Congoleum,” a wide line of various grades and 
types of felt base floor covering and linoleum was devel- 
oped, artistically styled, and “sold” to the householder 
through national advertising costing many millions of 
dollars. 

The part that machinery played in the Nairn divi- 
sion, manufacturing the higher priced “Sealex” line of 
linoleum floor and wall coverings, has attracted even 
wider attention. In 1895 when the Nairn Company 
built its first plant at Kearny, New Jersey, to manufac- 
ture inlaid linoleum by the moulding method on hydrau- 
lic presses, the demand for this better quality of floor 
covering was growing rapidly and soon exceeded the 
limited capacity of the industry, working largely by 
hand made methods. A rotary press, the first of its kind 
in America, was erected in 1908 and the production of 
inlaid linoleum through straight line production methods 
got under way. In 1921, a larger and more efficient con- 
tinuous process rotary plant of similar type was erected 
by the company. Armstrong Cork Company owns the 
only other similar machine in this country. 

No authoritative data has ever been published con- 
cerning the capacity of the existing continuous process 
machinery for the manufacture of inlaid linoleum, al- 
though observers familiar with the equipment have 
stated that these several machines, under the most ideal 
conditions, could turn out a substantially larger yardage 
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of this grade of linoleum than the markets have ever 
absorbed in any boom year. During the depression, the 
large potential productive capacity of the two leading 
concerns in the hard surface floor covering field proved 
to a be a double-edged sword. In order to obtain the 
benefit of low production costs in the operation of such 
plants, a sufficiently large outlet must be developed to 
run the rotary presses continuously for several weeks 
without changing the discs for a particular pattern. The 
necessity for moving this output into consumers hands 
during a period of steadily declining purchasing power 
resulted in recurring price cutting and trade practices 
that cut heavily into normal profit margins. 


Profits Throughout Depression 


Recently released data of the Bureau of Census of 
the Department of Commerce show some of the effects 
of these circumstances. In 1929, 26,076,943 square yards 
of inlaid linoleum were produced, having a manufactur- 
ers’ value of close to $29,000,000, representing a units 
value of around $1.11 a square yard. By 1931, the unit 
value had declined to around 97 cents a square yard 
and by 1935 the unit value fell to about 75 cents a 
square yard. This grade represents about 60 per cent 
of the total production of all types of linoleum. The 
necessarily heavy inventories of manufacturers and deal- 
ers in a declining market largely offset the benefits of 
lower raw material costs during the depression. Profit 
margins, already narrow in 1929 because of excessive 
productive capacity, had to absorb inventory losses, 
write-offs for uncollectable dealer credit, and idle plant 
expense—plus the continuing capital costs. According to 
Bureau of Census figures, the number of establishments 
in the linoleum industry were reduced to seven in 1929 
and to only four by 1935. 

In the light of this trade background, the record of 
Congoleum-Nairn during the past seven years is quite 
impressive. The company showed profits for common 
stockholders in each year of the depression, retired its 
preferred stock, reduced the number of common shares 
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HIGH LIGHTS 


—Last half 1936 earnings best since 1925. 
—Large back-log of postponed replacement 
needs. 


—Net Current Assets equal about $11.70 a 


share. 
—Price trend of floor coverings upward. 


—Sales aided by building revival and real 
estate recovery. 


—Production costs should be lowered on 
increased output. 


—Relatively small labor costs. 


—Capable and conservative management. 





held publicly by open market purchases and maintained 
an excellent cash and working capital position through- 
out the lean years. Since 1932, when profits equalled 
$0.50 a share, profits steadily increased to $1.66 a share 
in 1933, $1.71 a share in 1934 and $1.82 a share in 1935. 
During the latter part of 1935, the company expanded 
its regular Ime of “Sealex” floor covering and wall cov- 
ering products, a move that involved special sales and 
promotional costs in the first half of 1936. Some price 
cutting also materialized during this period and the 
eflects of these temporarily adverse factors are reflected 
in the interim earnings report for the first half of last 
year, when profits equalled $0.84 a share as compared 
with $1.11 a share in the corresponding period of 1935. 
Sales conditions improved substantially during the 
second half, however, and earnings for the full year 
1986 established the fourth successive gain to $2.05 a 
share. 

Congoleum-Nairn does not issue financial statements 
with as much detail as might be desired. For example, 
the company has never published any figures of its 
annual sales volume. Nor has specific data been pub- 
lished as to special writeoffs, if any, during the depres- 
sion period of contracting business and declining prices. 
Neither the company’s competitors nor its stockholders 
are in a position to calculate ratios of sales to profits, 
turn-over to inventories nor to determine exactly the 
telative position of the company in the trade from year 
to year. Since there are only a handful of manufactur- 
ers in each division of the hard surface floor covering 
industry, however, there are some broad generalizations 
in which both investors and competitors might safely 
indulge. According to the industrial census data, the 
total manufacturers value of the industry (i.e., F.O.B. 
factory prices) declined from $89,139,411 in 1929 to a 
low of $41,812,070 in 1933 and then recovered to about 
$52,400,000 in 1935. The net income of Congoleum- 
Nairn after all charges ahead of preferred and common 
stocks aggregated $2,213,831 in 1929 and by 1933 and 
1935 had recovered to $2,062,881 and $2,242,909 respec- 
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tively. In other words, with the “gross sales” of all hard 
surface floor covering manufacturers in 1935 only about 
60 per cent of the 1929 level, dollar profits of this lead- 
ing manufacture had recovered to a level slightly higher 
than in 1929. To what extent this excellent showing 
might be attributed to an improvement in the relative 
trade position of Congoleum-Nairn and to what degree 
increases in operating efficiency may have aided this 
showing cannot, of course, be determined exactly from 
available data. Probably both factors were partly re- 
sponsible. In any event, the showing is a tribute to man- 
agement ability, under extremely difficult circumstances 
beyond the control of the company’s officers. 


Aided by Building Revival 


It is evident that the present upward trend in demand 
for floor coverings creates wide opportunities for the 
management to achieve substantial improvement in 
earnings during what might prove to be a considerably 
extended period of growth in sales outlets. There is 
some marginal business in both home and commercial 
floor coverings where hard surfaced products compete 
with textile carpetings. Prices of textile floor coverings 
have increased sharply during the past six months under 
the stimulus of unusually heavy wholesale and retail 
buying. At the beginning of the current year, Congo- 
leum-Nairn put into effect price increases ranging be- 
tween 5 and 10 per cent, these advances being sufficiently 
moderate, however, to maintain a good competitive posi- 
tion with other types of floor covering. 

Even in periods of active new building, about 85 per 
cent of the sales of Congoleum are said to go into home 
and industrial rebuilding, renovation and replacement. 
Congoleum-Nairn might be considered to have some 
aspects of a building supply unit, however, because the 
demand for its products is (Please turn to page 658) 








NET EARNINGS 


ESTIMATED - 








200 








iS 











PER SHARE 





0.75 





0.50 


0.25 



































0.00 


‘so a6 


‘29 ‘30 ‘SI ‘32 ‘33 ‘34 























639 








THE BUSINESS ANALYST 





Jaking. the Pulse of Business 


a of steel mill operations 
to a new high for the recovery and 
a rush to clear checks previously 
marooned in the flood area have 
been chiefly responsible for bringing 
to an end the slight business reces- 
sionary tendencies of recent weeks. 
Now that the General Motors strike 
has been settled and reconstruction 
work has begun in the wake of the 
flood, there will be a brisk upturn 
in the country’s volume of produc- 
tion and shipments which should 
continue unless or until checked 
again by labor trouble scheduled 


—Temporary Recession Ends 
—Motors Back to Capacity 
—Steel at New Heights 

—Oil Position Improves 


—Prices Trend Higher 


labor trouble, have expanded sharply 
following the subsidence of flood 
waters and are currently running 
well ahead of last year. Judging 
from returns thus far published, last 
year’s improvement in business vol- 
ume was accompanied by gains in 
business profits which generally left 


greater assurance of further sub- 
stantial gains this year were it not 
for threats of continuing obstruction 
by the C. I. O., the discouragingly 
slow rate at which unemployment is 
being liquidated, the critical finan- 
cial situation abroad, our own Gov- 
ernment’s determination to nip in- 
flation in the bud, and _ prospects 
that basic metal prices may suffer a 
set-back before Summer arrives. 
It is of course now quite certain 
that business volume for the first 
quarter will run well ahead of the 
corresponding period a year ago. 








some weeks hence for the steel 
and soft coal industries. 

With the advent of milder 
weather and the passing of 
floods and strikes has come a 
sharp pick-up in retail trade, ac- 
companied by renewed demand 
in the capital goods field. The 
strength of basic economic forces 
working toward recovery is at- 
tested by numerous reports re- 
leased since our last issue. Thus 
the Bell System, which ended 
1936 within a million of the 
greatest number of telephones 
ever in operation, connected 
95,000 new stations in January 
—70% more than the gain for 
January, 1936. The Govern- 
ment’s internal revenue for the 
first half of the 1937 fiscal year 
increased 16% over the cor- 
responding period of the pre- 








vious year. New capital raised 
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Business activity in January 
came to 91.4% of the 1923-5 
average, compared with 76.2% 
last year, a gain of around 20%, 
and the ensuing two months 
will probably make an even bet- 
ter comparative showing. It is 
by no means certain, however, 
that business will continue to 
improve at last year’s spectacu- 
lar rate during the second and 
third quarters; so that the per- 
centage increase in business vol- 
ume is likely to narrow progres- 
sively. On the other hand it is 
worth noting that, even at the 
bottom of the recent recession, 
business was about on the level 


that it would require only a 
moderate amount of sustained 
improvement from now on to 
prevent the Business Activity 
Index from dropping at any 








by the sale of corporate securi- 
ties in January topped January, 
1936, by 50%; while machine tool 
orders were up 84%. 

Settlement of the Pacific Coast 
maritime strike has already released 
a large volume of pent-up trade in 
California; and retail sales else- 
where, except as hampered by local 
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little to be desired. Thus 143 lead- 
ing industrial corporations showed 
an aggregate increase of 57.5% for 
the full year; while 51 industrials re- 
porting for the fourth quarter staged 
a total gain of 56.9%. 

All this evidence of progress along 
the road to recovery would carry 


time this year below the graph 
for 1936. Thus it seems logical to 
predict that the country’s business 
volume during each of the four quar- 
ters this year will average better 
than for the corresponding intervals 
of 1936, but with a progressively 
narrowing spread. 

Obviously the foregoing forecast 
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of last year’s second quarter; so . 
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for the current year is contingent in 
large measure upon developments 
in the labor situation. If wage in- 
creases could only be negotiated 
without resort to strikes in key in- 
dustries, such as steel and coal, the 
outlook would be indeed rosy. But 
the triumph of C. I. O. tactics in re- 
cent strikes does not augur well for 
industrial peace. So long as pay- 
rolls continue to expand faster than 
the cost of living, it is worth noting 
that advancing wages promote pros- 
perity by augmenting the public’s 
purchasing power. And experience 
teaches that higher wages can be 
absorbed without material sacrifice 
in profits so long as the physical 
volume of business continues to ex- 
pand part passu. 


The Trend of Major Industries 


STEEL—Despite the handicaps 
of floods and strikes, steel ingot out- 
put of 4,736,697 gross tons in Jan- 
uary was the largest for that month 
in history, and has since expanded 
toa fresh new high for the recovery. 
Barring a soft coal miners’ strike 
this Spring and possible labor trou- 
ble in steel plants, the industry 
expects to maintain operations at 
the present rate or higher well up 
into early Summer. Insistent orders 
for prompt delivery have been pour- 
ing in recently from General Motors, 
the Pacific Coast and for rehabilita- 
tion needs in recently flooded areas. 
Most of current production is going 
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into immediate consumption, and 
talk is being heard of further price 
advances for second quarter sales, 
perhaps accompanied by another 
wage advance. Since a considerable 
portion of current shipments is being 
billed at the higher prices posted 
last year, first quarter profits should 
make exceptionally favorable com- 
parisons with the corresponding 
period of 1936, especially among the 
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makers of lighter shapes. Aside 
from possible labor trouble, the only 
dark cloud over the steel landscape 
is an acute world shortage of ore, 
coke and pig iron. England is in the 
market here for 100,000 tons of pig 
iron, following recent large pur- 
chases by Japan; but the steel com- 
panies have no iron to spare, and 
many merchant furnaces are short 
of ore and coke. 


CONSTRUCTION — Open 
weather continues to smile on the 
building industry, and construction 
contracts closed in 37 states east of 
the Rockies during January ex- 
ceeded January, 1936, by 13%; with 
residential awards staging an in- 
crease of more than 100% The out- 
look for continued expansion in 
building this year appears to be 
clouded only by the possibility of an 
interruption to the supply of steel 
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which might arise from labor diffi- 
culties. Any reasonable advance in 
construction costs can be absorbed 
so long as the country’s purchasing 
power continues to increase at the 
present rate. 


OIL—With gasoline consumption 
in January showing a gain of about 
10% over last year, earnings in the 
oil industry are currently at a highly 
satisfactory rate, especially among 
sellers of crude whose profits will be 
lifted from 10% to 50% by the 
average price advance of 12c accom- 
panied by expanding demand. Crude 
output has again risen to a new 
record high and yet stocks above 
ground continue to recede. The 
situation of refiners who have to 
purchase a considerable portion of 
their crude is, however, not quite so 
satisfactory, since a large increase in 
stocks of motor fuel makes it diffi- 
cult for them to shift their increas- 
ingly higher costs onto the shoulders 
of consumers. 





RAILS—Reflecting the effect of 
strikes and floods, together with the 
elimination of surcharges, January 
gross revenues of 91 carriers gained 
only 9.5% over the previous year 
compared with the increase of 22.6% 


reported for December. With these 
traffic obstructions out of the way, 
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however, car loadings have recently 
rebounded to a new high for the 
year. It is encouraging to note from 
the first monthly survey ever made 
that commodity shipments by trucks 
in January gained only 2% over 
truck loadings for January, 1936. 


RAILROAD EQUIPMENT— 
Compared with January, 1936, rail- 
road equipment orders placed in 
January this year came to 10,881 
freight cars against only 1,050 a year 
ago; 116 locomotives, against 18; 
and 70 passenger cars, against 32. 
A recent survey by investment bank- 
ers indicates that flotations of equip- 
ment trust certificates to finance 
purchases of rolling stock this year 
will exceed $300,000,000. 


METALS—The recent price ad- 
vances in copper and zinc appear to 
be caused by an unusually tight 
supply and demand situation rather 
than by inflationary influences. In 
zine, domestic stocks are equivalent 
to only a three weeks’ supply; while 
domestic stocks of refined copper 
amount to only two months of cur- 
rent consumption. Since our last 
issue, speculative demand in Europe 
has shoved up the price of copper 
so rapidly that the price here had to 
be raised a full cent to 14c in order 
to prevent depletion of our own 
meager supplies through exports. 
A precautionary warning that the 
situation may be growing top- 
heavy, however, is conveyed by 
statistics for January, which disclose 
that foreign stocks of blister and 
refined copper increased nearly 
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19,000 tons during the month as a 
result of expanding production 
abroad. Zinc at East St. Louis has 
advanced to 6.40c. World visible 
supplies of tin at the end of January 
were more than 50% greater than a 
year ago. Last year, world produc- 
tion of tin increased 21%, compared 
with a gain of only 8% in apparent 
consumption. Thus far the cartel 
has maintained a tight grip on 
prices; but the statistical situation 
is obviously unstable. Platinum has 
reacted $5 during the past fortnight, 
down to $63 an ounce. 


AUTOMOBILES—Some idea of 
the strike’s cost to General Motors 
may be gleaned from the recently 
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released report that domestic sales 
to dealers during the month of Jan- 
uary amounted to only 70,901 units 
compared with 197,065 in December 
and 131,134 during January, 1936. 
That the loss will soon be made up, 
however, is suggested by sales to 
consumers’ which 


their own heavier costs in the form 
of higher prices. With the settle- 
ment of General Motors’ strike, 
automobile production in the aggre- 
gate has again expanded to well 
above last year’s level, where it will 
have to remain if earnings are not to 
fall off, since unit profits are now 
decidedly lower. 


MERCHANDISING — Subsid- 
ence of flood waters and the settle- 
ment of strikes on the Pacific Coast 
and at General Motors’ plants have 
resulted in a brisk upturn in retail 
trade throughout the country. Even 
in spite of these handicaps it de- 
velops that merchants did surpris- 
ingly well last month. Department 
stores sold 14% more goods than in 
January, 1936; though measured in 
unit quantities the gain was some- 
thing under 9%, owing to a 5.5% 
rise in retail prices during the past 
year. Chain store sales in January 
were 15% ahead of a year ago— 
slightly better than the average gain 
of 1936 over 1935. The two leading 
mail order houses had the best Jan- 
uary on record. Furniture dealers 
are enjoying an exceptional rush of 
business, on top of last year’s in- 
crease of 49% in orders. Influenced 
largely by expanding public interest 
in home furnishings, installment 
sales by department stores last year 
increased 33% over 1935. 


UTILITIES—Owing to a decrease 





of 6.5% in average rates, the net 
operating income of privately owned 
electric power utilities in the United 
States during 1935 gained only 3.5% 
over 1934; although total operating 
revenues increased 4.5%. Last year, 
owing to further rate reductions, an 
increase of 13.7% in unit output 
yielded a gain of only 7.3% in gross, 
Since the recent T V A controversy 
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has rekindled the smoldering fires 
of animosity in Congress, there is 
little hope for the near future that 
profits can increase at anything ap- 
proaching the rate of gain in power 
output; though something _ will 
doubtless be saved by extensive re- 
funding operations which are likely 
to be released by the registration 
of two prominent utility corpo- 
rations. 


Conclusion 


With the settlement of General 
Motors’ strike and subsidence of 
flood waters, Busi- 
ness Activity has 











came to 93,000 for the [—j__—_ 
month — only 9,000 
less than in January 
a year ago. The fig- 
ures also reveal that 
dealers were able to 
take advantage of the 
crisis to move trade- 
in cars and reduce 
stocks of new cars. 
Apart from the ex- 
pense of labor trouble 
in this particular in- 
stance is the general 
problem of higher out- 
lays for wages, raw 
material and acces- | 
sories. Motor car 
makers have been 
obliged recently to 
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THE TREND OF COMMODITY PRICES 


(U. S. DEPARTMENT OF LABOR INDEX 1926= 100) 
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Changes in Major Commodity Price Group for the 
Fortnight Ended February 13, 1937 


again turned upward 
and should continueto 
improve until checked 
again by labor trou- 
ble scheduled some 
weeks hence for the 
steel and soft coal in- 
dustries. First quar- 
| ter business volume 
should exceed that 
of the corresponding 
90 period of 1936 by 
ie around 25% and, bar- 
ring serious interrup- 
tions to production 
a4 through prolonged 
strikes in key indus- 
tries, activity should 
top last year in re- 
maining months of the 
| current year; though 
with a progressively 
narrowing spread. 
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ESSENTIAL STATISTICS 
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1936 Indexes 
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H—New HIGH record since 1931. 
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24.9 17.7 13 Automobiles. 29.8 23.3 28.8 29.8 30.1H 
156.8 104.3 8 Aviation (1927 Cl. a 00). 174.7. 156.8 174.7H 172.5 169.8 
23.8 12.6 3 Baking (1926 Cl.—100).. 28.5 21.8 25.8 25.8 25.8 
500.9 318.6 2 Bots. & Cks. ('32 Cl. —100) 536.0 456.6 526.4 536.0H 503.6 
262.0 202.8 3 Business Machines........ 297.1 262.0 295.3 297.1 302.6H 
287.4 216.2 kin edva ses eee sues 242.8 214.8 214.8 220.5 218.3 
237.1 187.5 10 Chemicals............... 244.2 228.7 238.8 241.3 237.9 
73.8 42.8 15 Construction............. 88.3 73.4 86.4 87.4 84.1 
166.4 87.9 10 Copper & Brass........... 198.3 165.9 195.9 198.3 213.5H 
47.8 39.3 2 Dairy Products........... 42.0 40.7 41.8 42.0 41.3 
41.8 23.3 10 Department Stores........ 39.0 36.0 38.7 39.0 38.2 
100.1 72.8 8 Drugs & Toilet Articles.... 108.8 92.1 107.2 106.0 103.7 
441.1 227.2 2 Finance Companies....... 388.4 376.0 376.0 378.3 357.3 
70.1 60.9 7 Food Brands............. 71.9 65.6 71.3 70.6 63.3 
iS ae re 53.2 51.3 51.9 51.9 52.3 
103.2 65.7 DP PEE cincdnecessense 122.3 103.2 121.7 122.3H 119.6 
1296.9 1116.0 4 Gold & Platinum Mining.. 1201.9 1149.1 1201.9 1185.9 1203.1 
51.0 36.6 5 Investment Trusts.......... 53.5 49.2 53.1 53.5 54.2H 
341.6 265.2 3 Liquor (1932 Cl—100)... 289.0 277.4 277.6 277.4 295.0 
Ae MR 2 209.8 189.5 206.3 206.2 203.9 
107.4 61.3 © Be iv csccccaveses 97.2 89.6 92.3 97.2 97.9 
83.9 59.4 4 Meat Packing............ 100.6 79.6 98.0 100.6 99.3 
232.5 159.5 14 Metal Mining & Smelting.. 279.5 232.5 262.1 279.5 316.0H 
23.4 6.0 Se ee ee 23.5 19.0 22.8 22.1 21.7 
142.8 97.2 24 Petroleum & Natural Gas.. 155.1 142.8 153.6 155.1H 153.5 
96.6 67.2 18 Public Utilities........... 114.9 96.6 104.5 105.1 106.3 
35.4 26.7 4 Radio (1927 Ci.—100).... 31.7 28.2 31.7 30.9 31.3 
100.4 52.5 9 Railroad Equipment 111.1 100.4 111.1H 110.4 108.9 
39.8 27.3 24 Railroads........... won 41.9 37.2 40.3 41.9 44.1 
27.1 13.4 EE . cde bd cesses ose 28.5 25.6 26.8 26.7 25.8 
87.6 62.7 4 Shipbuilding............. 84.6 76.0 82.3 84.2 87.6 
be 85.2 12 Steel &lron............. 148.3 124.5 138.0 148.3 150.8H 
5.3 29.8 LS cige bie ae seeeae aks 45.2 42.4 42.6 42.4 41.4 
175. 6 142.5 | Rare eae 171.2 159.9 168.4 169.9 168.2 
97.4 76.6 3 Telephone & Telegraph. . 85.3 81.5 81.5 85.3 84.0 
2 ee ee eee 87.7 77.1 84.8 85.7 85.4 
20.9 10.6 4 Tires & Rubber........... ra 20.5 23.2 25.7 25.9H 
100.2 87.2 I seer 99.4 94.1 99.4 98.6 97.6 
76.2 61.0 DR Scavecwsssécucne 71.9 65.1 69.4 66.9 68.7 
369.2 232.5 4 Variety Stores........... 346.8 329.8 346.8 337.8 331.8 








DAILY INDEXES OF SECURITIES 





N. Y. Times 





50 Stocks 


Low Sales 
138.44 2,987,500 
138.27 2,592,970 
138.70 2,919,520 
139.31 2,929,390 


139.48 1,371,060 


138.35 1,959,640 
137.79 2,221,110 
138.22 2,578,690 
138.28 2,130,650 
138.21 2,725,330 
138.42 1,484,730 


N. Y. 
Times Dow-Jones Avgs. 
40 Bonds 30 Indus. 20 Rails High 

Monday, Feb. 8....... 90.05 187.82 57.80 139.87 
Tuesday, Feb. 9........ 89.96 187.68 57.66 139.70 
Wednesday, Feb. 10.... 90.01 189.35 57.92 140.30 
Thursday, Feb. 11...... 89.76 190.29 58.01 141.18 
Friday, Feb, 12........ HOLIDAY—EXCHANGE CLOSED 
Saturday, Feb. 13...... 89.59 190.03 58.00 140.69 
Monday, Feb. 15...... 89.53 188.39 57.35 140.04 
Tuesday, Feb. 16...... 89.34 188.18 57.44 139.16 
Wednesday, Feb. 17.... 89.43 187.98 58.00 139.68 
Thursday, Feb. 18...... 89.43 188.07 58.23 139.59 
Friday, Feb. 19........ 89.61 188.37 58.59 139.18 
Saturday, Feb, 20...... SE ac ewiese 139.51 








STOCK MARKET VOLUME 





13,100,150 12,800,440 
Total Transactions Same Date 
Year to Feb. 20 1936 
98,977,816 115,821,055 


Week Ended Feb. 20 Week Ended Feb. 13 Week Ended Feb. 6 


14,401,250 


Same Date 


1935 


30,616,229 








Bureau '23-25—100. *—000 omitted. t—000,000 omitted. 





§—Week ended Feb. 18. Nv—t De—D 





FEBRUARY 27, 1937 


Note: Latest figures compiled as of Feb. 20. (b)—1,000 Grosstons. (C)—lron Age. (d)— 
F. W. Dodge—37 states. (e)—Cram's estimate. (f)—Dun & Bradstreet. (G)—U.. S. Labor 








Latest Previous Year 





*—lron Age 


Ja—January. 








MONEY RATES Week Week Ago 
Time Money (90-day). ..... 114% 114% 1% 
Prime Commercial Paper... . . %@1% *WwW@1% %@1% 
GU ROMAN oo 5a Saicinc caw’ 1% 1% 7% 
Re-Discount Rate........... 114% 112% 12% 

CREDIT 
Bank Clearings, N. Y.7...... $3,705 $4,609 $2,859 
Bank Clearings 

oe |S, © 2 | See 1,915 2,241 1,485 

Brokers’ Loans, F. R.t....... 1,009 1,007 944 

Last 

Feb. 1 Jan. 1 Year 

Brokers’ Loans N. Y. S. E.t.. $1,026 $1,051 $925 

New Corporate FinancingT. . . 245Ja 531De 275 
Latest Previous Year 

COMMODITY PRICES Week Week Ago 
Finished Steel* c per Ib...... 2.33 2.33 2.109 
Pig lron* $ perton......... 20.25 20.25 18.84 
Steel Scrap* $ perton...... 19.25 19.00 14.33 
Copper, S'Perte:.... 60.565: 15 13 091, 
edd; 5 POP sass sess ese) .065 06 041 
Zinc, $ peritOis.. ss. 6.0050 .068 .061/, .0485 
Te POE iene sow cicias ss -54 51% 47% 
Rubber, $ per Ib............ .2034 2114 15% 
Crude Oil (Mid-Cont.), $ per 

NMI Sate <ncmos eine ces 1.22 1.22 1.10 
Sugar, raw, $ per lb......... -036 .0365 .033 
Silk, raw, $ per lb........... 1.98 1.95 1.9214 
Wool, raw, $ per Ib......... 1.12-1.15 1.12-1.15 -94 
Wheat, Price, May, $ per Ib.. 1.36 1.37 981, 
Cotton, Price, Mar. $ per Ib. +1256 «1261 1128 
Corn, Price, May, $ per bu. . 1.07 4 1.08 61%, 

Year 

KEY INDUSTRIES Jan. Dec. Ago 
Steel Ingot Prod. (b) (tons)... 4,737 4,432 3,046 
U. S. Steel Corp. Shipments 

Es Sanceesenewes 1,150 1,067.4 721.4 
Pig lron Production (6) (tons). 3,212 3,115 2,026 
Operating Rate, % Capacity. 82.5§ 81.0 53.0 
Auto Production..... aie 375,000(e) 498,721 377,306 
Bldg. Contract Awards (d)*.. $242,827 $199,696 $204,793 
Residential Bldg. (d)*...... 78,400 65,487 37,440 
Cement Shipments* (bbls.).. . 6,246De 8,942Nv 4,514 
Coal Production (tons) Bit.*.. 39,610 44,487 39,330 
Cotton Consumption (bales)*, 693De 627Nv 500 
Mach. Tool Orders, '26— 

IE aaiicccincssenees 260.0De 147.1Nv 98.3 

Latest Previous Year 

eek! Week Ago 

Oil Prod., daily aver. (bbls.)* 3,286 3,221 2,774 
Stocks of Gasoline *(bbls.). . . 73,585 70,535 66,867 
Elec. Pwr. Output (kwh)t.. . . 2,200 2,201 1,952 
Latest Previous Year 

TRANSPORTATION Week Week Ago 
COMORIIMGON so cictesscsesss 692 675 631 
Miscellaneous Freight*..... 273 266 213 
Merchandise L.C.L.*....... 163 158 144 

Year 

TRADE Jan. Dec. Ago 
Dept. Store Sales '23-25— 

ths 6 cess osene eae 92 92 81 
Mail Order Sales*......... $63,154 $111,701 $44,153 
Merchandise Imports®...... 244,321 196,423 186,968 
Merchandise Exports®...... 229,739 225,766 223,469 
Business Failures (F)......... 811 692 1,077 

Year 

EMPLOYMENT Dec." Nov. Ago 
PRONE COR: Sccscccansecss 97.7 96.7 88.2 
Durable Goods Industries (G). 92.0 90.6 79.7 
Cc Goods (G)...... 103.9 103.2 97.3 
Factory Payrolls (G)........ 94.6 90.5 77.4 
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The Personal Service Department of THe Macazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 
4. 


envelope. 


If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





American Machine & Foundry Co. 


Because I understand that American Ma- 
chine & Foundry rents, rather than sells, its 
cigarette and cigar manufacturing machinery; 
and in an era of advancing prices it might 
$e difficult to raise rentals; I would like to 
know to what extent this type of business 
contributes to earnings, and what your atti- 
tude is towards the stock?—E. M., Indian- 
apolis, Ind. 


American Machine & Foundry Co. 
has not as this is written reported 
earnings for 1936, but it seems prob- 
able that they exceeded those in 
1935 by a fair margin. In the full 
year 1935 the equivalent of $1.21 a 
share was reported. The company 
occupies a_ virtually monopolistic 
place in the manufacture of cigar- 
ettes and cigar making machinery. 
Due to the record breaking con- 
sumption of cigarettes currently, 
and the highly competitive situation 
existing in the industry, manufac- 
turers have been forced to effect 
every possible economy in order to 
maintain proportionate sales vol- 
ume. Quite obviously, this siuation 
has worked to the benefit of Ameri- 
can Machine & Foundry Co. since 
its high speed cigarette machinery, 
developed during recent years, has 
tended to make obsolete the older 
machines in use and has resulted in 


increased installations of its newer 
equipment. The cigarette making 
machinery is sold outright. Cigar 
making machinery, on the other 
hand, is leased through Interna- 
tional Cigar Machinery Corp., a 
subsidiary, on a royalty basis. In- 
come from that source tends to 
fluctuate but little, although the 
trend seems to be toward machine 
made cigars and the company may 
look forward to a gradual growth in 
this business. The point which you 
raise relative to this situation could 
easily be compensated for through 
an increase in the volume of rentals. 
Furthermore, the progress made by 
the company during recent years in 
the development of lines other than 
cigar making machinery, gives 
promise of assuming a more import- 
ant position in the earnings picture. 
The company now lists among its 
activities, the fabrication of metal 
alloys, manufacture and sale of 
machines used in the printing and 
paper industries, and ovens for the 


baking trade. Finances of the or. 
ganization are excellent and this will 
allow maintenance of a liberal divi- 
dend policy. For one interested in 
current income return, the capital 
stock of this company would seem 
to offer attraction for retention, with 
the added possibility of worthwhile 
appreciation as earnings from the 
organization’s newer lines assume 
greater importance. 





Sharp & Dohme, Inc. 


1 hold 100 shares of Sharp & Dohme bought 
several years ago at 124%. Now when I am 
even again, I am undecided about holding 
or selling, and anything you can tell me about 
the investment prospects of this company will 
be appreciated —D. E. F., New York, N. Y. 


Sharp & Dohme, Inc., manufac- 
tures a broad line of pharmaceutical 
and biological preparations of high 
quality sold principally to physi- 
cians and hospitals. In addition, 
the organization has developed a 
number of new products having 
household appeal which give prom- 
ise of assuming larger importance in 
the company’s business, despite the 
keen competitive situation existing 
in this field. The company’s report 
for the year ended December 31. 
1936, revealed earnings equal to 41 
cents a common share, after pre- 
ferred requirements, compared with 
only $3.26 a share on the $3.50 pre- 
ferred stock in the preceding year. 
or a deficit of 7 cents a share on the 
common. The present management 
is understood to have substantially 
improved merchandising _ policies. 
thereby strengthening the organi- 

(Please turn to page 649) 





When Quick Service Is Required Send Us Prepaid 
a Telegram and Instruct Us to Reply Collect. 
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‘17% POINTS PROFIT ...NO LOSSES 


in “Bargain Indicator” Advices 


ANOTHER RECENT RECORD OF FORECAST COUNSEL 


= earls 


HESE profits were made available sent by regular or Air Mail. Our definite 
through our Bargain Indicator de- advices kept under constant supervision tell 
partment which confines its recom- what and when to buy and sell. 
mendations to dividend-paying common 
stocks of investment rating that hold excel- 























*17% Points Profits in These 3 Stocks 


This is the complete record of all stocks recom- 
mended and closed out from December 10, 1936 


lent possibilities for price appreciation. 


3 Active Programs Specialize to January 29, 1937. 
in Short-Term Opportunities KENNECOTT advised December 10 at 59. 
” . : Closed out January 12 at 63. 
In addition to our Bargain Indicator, the . . « 4 POINTS PROFIT 
: : ; Closed out January 19 at 795%. 
for intermediate market profits. Our Un- . . « 554 POINTS PROFIT 
usual Opportunities comprise sound, low- SIMMONS COMPANY advised December 10 at 4514. 


Closed out January 29 at 5334. 


priced common stocks, averaging under . . « 8% POINTS PROFIT 





$25, offering maximum market profits with 








a minimum outlay. Our Trading Advi 
y sits wiciee Profitable Counsel . . . 


consist of leading, buoyant issues selected Our Sale: Glijaesine 


for their technical strength as well as their : ' 
Our clients are assured that behind each recom- 


intrinsi 4 ; 
trinsic worth mendation are the utmost care and research 
of an especially capable analytical staff. Un- 


Forecast subscribers anywhere can readily Pea 
dervalued situations are frequently uncovered 


utiliz se trie 7 re bia aa ae ; 
tilize these tried and proven programs and proper timing is given primary considera- 
through comprehensive telegraphic service tion. Our Personal Service department also 


and through weekly and special bulletins furnishes periodic reviews of holdings. 


This is the type of service you should have in this selective market and 
during the months ahead. Enroll now. Our current advices 
offer quick and substantial profits. 














o THE INVESTMENT AND BUSINESS FORECAST 
Td bs CL tbe of The Magazine of Wall Street 
90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. I under- 
/ stand that regardless of the telegrams I select I will receive the complete service by mail. ($125 will cever 
Now: an entire year’s subscription.) 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 
Code after our Code Book has had time to reach you. 











Your ou bscription CJ TRADING Short-term recommendations following intermediate market swings. Three or 
will start at one but four wires a month. Three to five stocks carried at a time. $1,500 capital 
€ ADVICES sufficient to act in 10 shares of all recommendations on over 60% margin. 
date from April 1. xz UNUSUAL Low-priced common stocks that offer outstanding possibilities for market prefit. 
Two or three wires a month. Three to five stocks carried at a time. $750 capital 
OPPORTUNITIES sufficient to buy 10 shares of all recommendations on over 60% margin. 
C] BARGAIN Dividend-paying common stocks with exceptional price appreciation prospects. 
The Forecast acts only ee is One or two wires a month. Three to five stocks carried at a time. $1,500 
° * . INDICATOR sufficient to buy 10 shares of all recommendations on over 60% margin. 
In an advisory capacity, 
handles no funds or NEES inc iia satease eee weantecultaakw ee CAPITAL OR EQUITY AVAILABLE............0-+ 
securities and has po SEIS REIS eS 5 ei Scedes is Sav du Sy, afty as Iara shia fa lak ola er vra pista Staratiels ale eelo: elatatal ate auclor oats ehateree ereerees 
financial interest in _— oy eee ee ee ree ee ee. eee ee ee ee oo ee ee ere ere ere ee ee ee Feb. 27 


issue or brokerage house. ; 
Include a Complete List of Your Present Holdings for our Analysis and Recommendations 
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Folder with Trading Requirements on 


STOCKS BONDS 
COMMODITIES 


Sent to Investors upon Request 


As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


Ask for ‘‘Booklet M,’’ giving trading 
requirements and other information. 


J.A.Acosta& Co. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
| Phone BOwling Green 9-2380 











Eaaiblets saeubmanet | 
and 


Brokerage Service 


Leaflet explaining Margin re- 
quirements sent on _ request. 


MCCLAVE & Co. 


MEMBERS 


New York Stock Exchange 
New York CottonExechange 
New York Curb Exchange (Associate) 


67 Exchange Place, New York | 


Telephone HAnover 2-6220 





BRANCH OFFICE 
254 Park Ave. at 46th St., N. Y. 























[Full Lots s Odd Lots | 


LAPHAM, DAvIs 


«x BIANCHI 
Members New York Stock Exchange 
29 Broadway - New York 


Uptown Office _ Boston Office 
522 Fifth Ave. 49 Federal St. 


Stocks « Bonds ¢ Commodities 


Commission orders executed for 
cash or conservative margin 




















Odd Lots—100 Share Lots 


Odd Lots give unusual diversifica- 
tion and offer a higher degree of 
safety in your investments. 

Our booklet explaining the many 
advantages of dealing in Odd Lots 
sent upon request. 


Ask for M.W. 805 


John Muir& 


Established 1898 
Members New York Stock Exchange 
39 Broadway New York 
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New York Stock Exchange 





e 
Rails 
1935 
A High Low 
Atchison... re ae 60 35% 
Atlantic Coast Line.................. 3714 1914 
B 
Baltimore & Ohio....... : aa Th 
Bangor & Aroostook...... oe = 3614 
c 
Canadian Pacific........ : . 13% 85/e 
Chesapeake & Ohio.................. 5314 3714 
Chicago Gt. Western Pfd.. cee 552 154 
C. M. & St. Paul & Pacific...... 3 % 
C. M. & St. Paul & Pacific Pfd......... 4a), %, 
Chicago & North Western............. 55 134 
Chicago, Rock Is. & Pacific. . re. * %, 
D 
Delaware & Hudson...... 431, 2314 
Delaware, Lack. & West. . 191, 11 
E 
Lk ears : s323 Tae 71% 
G 
Great Northern Pfd. 351% 9% 
| 
jllinois Central... . 22%, 9% 
K 
Kansas City Southern 141% 33% 
L 
Lehigh Valley. we 111, 5 
Louisville & Nashville. 644, 34 
M 
Mo., Kansas & Texas 6%, 21% 
Mo., Kansas & Texas Pfd., A 161, 5% 
Missouri Pacific. . 3 1 
N 
New York Central. . ; 2935/4 121, 
+4 , Chic. & St. Louis. .. eee 19 6 
‘'N. H. & Hartford... : Bip 25/2 
poodinon Pacific... . : 251% 131, 
P 
Pennsylvania... .. 321% 17%, 
Ss 
St. Louis-San Fran 4 : %, 
Southern Pacific. . . Pe tiers Mc 251, 1234, 
Southern Railway bison 161 51% 
7 
a gs giggle ly cus 28% 14 
SRA ose ie ca eeisseesscews 11114 82% 
Western Maryland................... 1014, 5% 
Western Pacific....... 3% 114 
es 
Industrials and 
1935 
A Hish Rew. 
Adams-Millis.......... 3714 28 
CS ee rere : : ue: 
EE ra ... 20 1314 
TN os os yess co Ss kta sale-d 32 21 
Allied Chemical & Dye.............. 173 25 
a ss ayaa ee 9 31% 
Allis Chalmers Mfg............... .. 33% 12 
Alpha Portland Cement............ : 22%, 14 
rea 5556 670:8 wae 80 481, 
American Bank Note............. 413, 1312 
Amer. Brake th & av - Pee 4214 21 
ee eae 1495, 110 
Amer. Car & Fdy iso's Sea ahAn 33% 10 
American & Fanci TOMI » sie isiste's:b 5,0 9%, 
Amer. Power & Light...... 9%, 11% 
Amer. Radiator &S.S...... 251, 101 
Amer. Rolling Mill....... ae 3234 153% 
Amer. Smelting & Refining... . . 6452 315 
Amer. Steel Foundries. .... 251% 12 
Amer. Sugar Refining..... . 70% 501 
Amer. Tel. & Tel.......... 1601 98%, 
SS SS eee 07 743/, 
Amer. Water Works & Elec. 223, 7%, 
Amer. Woolen Pfd....... 683, 351% 
Anaconda ern sees bigs 30 8 
Armour Co. of Ill. . se 6, 3% 
Atlantic Refining.......... 28 2014 
Auburn Auto.. Ge re 45% 15 
Aviation Corp. |, gee 5% 25%, 
B 
Baldwin Loco. ame ; 6% 1% 
Seas 22% 1134 
Barnsdall Oil. : Sees: 1434 5% 
Bendix Aviation............. 24%, 11% 
Best & Co. ere se ais 574 34 
Bethlehem Steel. ......... 52 215% 
Boeing Airplane.................. 221% 6% 


431% 


1936 1 9 37 
High Low Hig te Low 
88% 59 IT, 69%, 
49 21%, 513, 44, 
26% 15% 267%, 205 
4914 39 45 41 
16 10% 1714, 141 
773, 51 6814, 631%, 
145 4 17 135 
2%, 1h 21h 2 
5% 2% 63/4 4, 
4% 2%, 55/5 31h 
3 1% 2%, aie 
545, 365%, 531% 421, 
231% 14%, 2214 17144 
18% 11 16%, 13% 
463, 321% 493/g 4052 
291%, 185, 29% 221% 
26 13 2314 20 
22 81, 21% 1714 
10234 574 94, ssl, 
9%, 514 85 6% 
333% 141, 3134 241, 
4 2V/z 4 3 
4495/5 2773/4 451% 40 
531, 1173/4 611 41 
61% 3 9 51, 
36%, 23% 32% 27%, 
45 28%, 43%, 39% 
35% 1% 4%, 3 
47%, 2314 5154 4214 
26% 123/, 35% 24 
49 28 49 
1493, 108% 135%, 126% 
121 81g 101, 8% 
4 1% 31% 2% 
a 
Miscellaneous 
1936 1937 
High Low Hish Low 
353% 17% 285/g 25% 
8614 58 8014 75 
17% 13 15%. 14% 
40%, 26% 411, 3614 
5 7 2 225 
201 64 19% 16% 
1 3534 83% 73%, 
34% 19%, 39%, 3014 
12514 75 4 101 
551% 36 4134 371% 
701%, 40 79 69 
137% 110 121 1053/4 
601 30 71 56 
9%, 6% 1334 1%, 
14% 7% 16% 11% 
2738 183, 2910 24%, 
37 233%, 383%, 33% 
103 5634 98% 89 
64 201 73% 5914 
6352 4814 56%, 52 
190%, 149% 187 178 
104 8814 99%, 951% 
27%, 191, 2914 251% 
703, 52%, 79 64 
55% 28 58, 52%, 
7¥, 4% 121% 7 
354%, 26% 35% 301/g 
5414 26%, 3634 30 
Ty, 472 9% 6% 
1134 2% 1114 8 
5814 21 403/g 35% 
281, 141, 354 26, 
323%, «21% =8=—030% 25 
72 48 6234, 56 
1T%, 453% 9134 73 
3744 16% 4514 3356 


Last Div'd 
Sale $ Per 
2/17/37 Share 
75 +2.00 
491%, 11.00 
2% ... 
44 2.50 
163, 
643% "2.80 
161, ee 

2, 

652 

51/4 

21%, 

50 

205, 

161%, 

47T¥, 

285% 

221 

201, 

92 t2.50 

8 
3114 

3% 

445, 
581/, 

83/4 
3114 
43% 72.00 

4, 

493/, 
33% 
45% 
135%, 6.00 
1014 
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Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 


Borden Co : ‘ 
Borg Warner......... ; 


eae eee 


DINGS TDD. svc seseseces 
OS ae en 
Byers & Co. (A. M.).. 

Cc 
Calumet & Hecla......... 
Canada Dry Ginger Ale... . 
Caterpillar Tractor......... 
Celanese Corp. . ; 
Cerro de Pasco Copper. . 
Chesapeake Corp.......... 





Bridgeport Brass.......... ee 
Brooklyn- Manhation Transit. . 


Colum. Gas & Elec................... 


Commercial Credit......... 
Comm. Inv. Trust. . 

Commercial Solvents. 
Commonwealth & Southern. . 
or compas - ae 
Consol. os : 
Container an. pestis ta ’ 
Continental Baking... . 
Continental Can......... 
Continental Oil........ ; 
Corn Products Refining. . . 
eee 
Crown Cork & Seal 
Curtics Wright... . 
Curtiss Wright, A. 
Cutler-Hammer...... 





D 
Deere BGO. .ic.kssee. 
Distillers Corp. Seagrams. . 
Dome Mines............ 


Douglas Aircraft....... 
Du Pont de Nemours... 


Eastman Kodak........ 
Electric Auto Lite........ 
Elec. Power & Light.... 


Fairbanks, Morse.. ier 
Firestone Tire & Rubber. 
First National Stores. . 





Foster Wheeler........ pERSnagn 


Freeport Sulphur....... 
G 


General Amer. Transpt...... 


General Baking............ 
General Electric........... 
General Foods............ 
General Mills............. 
General Motors........... 
General Railway Signal... . . 
Gen. Realty & Utility...... 
} ee Refractories........ 


Goodrich iGo. 6. FE... .... 


Goodyear Tire & ties: satan 


H 
Hecker Products. . 
oe dh SOO 
Hudson Motor Car...... 
i 
Industrial Rayon........... 


Inspiration Copper......... 
Interborough Rapid Transit. . 
inter. Business Machines. . . 

inter. Harvester............ 
eS eee 





eG re 


J 
Johns-Manville............ 

K 
Kennecott Copper......... 

L 
SOP OCEe 


Lehman Corp.......... was 
Libbey-Owens-Ford...... 


Liggett & Myers Tob., B..... 


ee ae eee 
Lone Star Cement......... 
S|. errr 


Mack a... Sr 
Macy (R. H ie ea ee 
Marshall Field. A 
Mathieson Alkali....... 
Mcintyre Porcupine. . 


McKeesport Tin eS re 


McKesson & Robbins..... 
Mesta Machine........ i 
Minn. Honeywell. ...... 


Minn. Moline Power........ 
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STOCKS-..: 


they be a leader in 1937? 


OUTLOOK for 
BONDS- 


are they too high to buy? 


INVESTMENT 
TRUSTS -... 


they selling “at discount”? 


BASIC LABOR 
DEMANDS- 


should investors “sit down’’? 
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POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Oopy 
free on request. Ask for Booklet MG6 
Accounts carried on conservative margin. 


(iso & (HAPMAN 


Established 1907 
Members New York ‘Stock Bodenes 
52 Broadway New York 














"A LITTLE DOES A LOT” 


Send for free cook book and mixing guide. 
Address Angostura, Norwalk, Conn. 


TEXAS GULF SULPHUR COMPANY 
The Board of Directors has declared a dividené 
of 50 cents per share on the Company's capital 
stock, payable March 15, 1987, to stockholders of 
record at the close of business on March 1, 1937. 
H. F. J. KNOBLOOCH, Treasurer. 
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What 7, Z Stocks ‘ . | 
Price Range of Active § tocks 
Do Experts Favor? 
es e a 
D Industrials and Miscellaneous ( Continued) 
URING the past 
four weeks the stock recommenda- 
tions of leading financial authorities 1935 1936 1937 Last  Div'g 
have centered about 12 issues. The - — i. ZO fe ee 
Rames of these favored stocks and M High Low High Low High — 2/17/37 Share 
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© introduce to you the UNITED ational Power & Light....... | 1 "°°" 1434 4% 14% ‘e 14%, ( -60 
. .... epeeepebenpbabate 83%, 40%, 78 57% 874 70 85 *2.50 
OPINION method of Stock forecast- ae .....,.... 77s 36% eis ie 9% sey, 83 t (50 
ing—so successful during the past Newport Industries... / 71/2/7077 7°" °*° 10% 4% 40 9 413%, 34%, 37%, + .60 
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without obligation this list of North Amer, ~—— Penpasslekekee. 739 2 14, 6% 1734 13% 16 seeg | 
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e@ or Balletin W. S. ‘ P , 
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Phillips Ey ea a ae 40 133% 523% 381 5714 4914 551% 2.00 
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aege 2 oA) ee ee eee Cae Ree - %y 29%; 37 ed 4 $4 _" 1.50 
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predecessor, The Texas Company 
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(Continued from page 644) 


gation’s competitive position. Fin- 
ances are in good shape. At the 
close of 1936, current assets 
amounted to $7,923,141, including 
$2,515,144 cash and _ equivalent, 
against current liabilities of $812,- 
980. The company has no funded 
debt, capitalization consisting solely 
of 229,085 shares of $3.50 preference 
stock and 776,627 shares of common. 
While the stock does not appear un- 
der-valued in relation to 1936 earn- 
ing power, the trend of earnings is 
believed upward, and this situation 
should tend to gradually improve 
the market position of the stock 
during the current year. In view of 
this prospect, we favor retention of 
strictly long pull holdings. 


Chase National Bank 


In line with the recent improvement in 
bank stocks, I would like to know more about 
the outlook for Chase National Bank. Can 
you tell me if it is now in a definitely bet- 
ter position, and if marketwise its stocks 
should show further improvement?—F. C. &., 
Boston, Mass. 


The improvement which has oc- 
curred in the market for bank stocks 
during recent months may be at- 
tributed chiefly to the growing belief 
that money rates likely will harden 
as a result of the proposed increase 
ir reserve requirements, together 
with an expanding demand for com- 
mercial loans. As you are doubtless 
aware, the stock of Chase National 
Bank has participated fully in this 
improvement. Considering the lead- 
ing position of the institution in the 
banking field, any further better- 
ment in the banking situation should 
tend to increase the attractiveness 
of its shares to the investor. The 
report covering 1936 revealed earn- 
ings equal to $2.24 a share on the 
7,400,000 shares outstanding. This 
compared with the equivalent of 
$1.82 a share for 1935. This im- 
provement in the earnings picture 
was due mainly to increased divi- 
dends received on stock holdings 
and to profits arising from security 
sales. The bank’s trust business is 
understood to have shown a healthy 
growth during the year, as did also 
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A LOW-PRICED STOCK 
EVERY INVESTOR SHOULD BUY 


If you are looking for large profits, or for a way 
to recover losses, fill out the coupon below. It 
will bring you valuable information without cost 
or obligation. 





> doe 


We have thoroughly analyzed several hundred stocks in order to locate 
an issue possessing greater-than-normal profit possibilities. 


We have discovered a stock which we believe to be one of the most at- 
tractive speculations listed on the New York Stock Exchange, In fact, 
this issue promises to be one of the leaders in the next upswing. In our 
opinion, it is selling much below its prospective value. 


"WHY WE BELIEVE THIS STOCK 
SHOULD BE BOUGHT NOW 


1. The security in question is within the reach of all in- 
vestors, selling as it does for around §12 a share. But 
it is not a “cat or dog.” The company is a leading unit 
in a long-established industry. 


2. The company is in an excellent position to increase 
earnings this year. While the business of this com- 
pany is expected to expand, earnings should increase 
at a much better rate. 


3. Both the near-term and the long-term prospects for 
this stock are preponderantly favorable. The action 
of the stock leads us to believe that a good rise is in 
prospect. 
This is one of the most promising issues that we have been able to uncover 
in a long time. Those who buy this stock should reap good profits. 


However, events in the Stock Market move swiftly. Short delays often 
prove costly. We believe that this issue will not long be available at its 
present price. 


The name of this stock will be sent to you absolutely free. We shall also 
send you an interesting little book, “MAKING MONEY IN STOCKS.” 
There will be absolutely no charge and no obligation. Just address: 
INVESTORS RESEARCH BUREAU, INC., DIV. 474, CHIMES 
BLDG., SYRACUSE, N. Y. 


SIMPLY FILL OUT THE COUPON BELOW 
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INVESTORS RESEARCH BUREAU, INC.., 
Div. 474, Chimes Bldg., Syracuse, N. Y. 


Send me the name of the bargain stock which may be bought 
for around $12 a share. Also a copy of “MAKING MONEY 


IN STOCKS.” This does not obligate me in any way. 
Eee sia aoa wie ihsesodersa da sienna ta a oe s.c dle Gieeawt aearaceee me auisias Soeeeee 
RCE BN 358325 oR 5 lo Be lag tee dle Bi swipsdn athe -ehbu sabe gie ee alaeercs wo eee ele 
ts oh Map ce bl inate ahaa ed Oe ae 


Kindly PRINT name and address PLAINLY 
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the Foreign Department. Further 
general business recovery will doubt- 
less enable the bank to realize siz- 
able amounts on items previously 
charged off as valueless. During 
1936, the amount so realized totalled 
$5,000,000 which was credited to re- 
serves. If money rates stiffen, as 
seems a distinct probability, earn- 
ings of the bank from commercial 
loans and discounts and from its 
bond holdings may be expected to 
reattain more normal levels. It has 
been pointed out by the manage- 
ment that because of maturing 
short term government bonds, firm- 
ing interest rates would not seriously 
affect value of existing portfolio. 
With indications pointing to further 
improvement in earnings, we recom- 
mend maintenance of your position 
in the stock. 





International Harvester Co. 


I understand that International Harvester 
ts expanding its production to include Diesel 
engines and industrial machinery. Do you 
believe that this will further improve the out- 
look for this company? Do you believe the 
stock has much further to advance?—G. D. 
D., St. Louis, Mo. 


International Harvester Co. bene- 
fits substantially by the diversifica- 
tion of its outlets. The company 
distributes its products to practic- 
ally every country in the world. 
Naturally, this means that a stable 
demand is experienced during the 
entire year as all countries are rarely 
subject to the same crop conditions 
simultaneously. Broadening of 
manufacturing facilities has also en- 
ebled the company to step up pro- 
duction to keep pace with the in- 
creasing demand currently being ex- 
perienced. Although the largest 
part of the revenues are gleaned 
from the agricultural equipment 
field, trucks, tractors and recently 
Diesel engines, have been major 
factors in enhancing the possibility 
for larger earnings in the future for 
the company. Proof of this is shown 
in the 1936 releases when sales of 
tractors are understood to have been 
257% above last year, while registra- 
tion of International trucks for the 
first nine months were greater by 
87%. Furthermore, larger crops 
should increase the sale of twine and 
hand implements. Increased inter- 
est in demand»for Diesel engines is 
expected to be a great asset to the 
company in reporting earnings on 


a more substantial basis for 1936 
than a year previous when $3.28 per 
share was shown. The company 
benefits greatly by establishing 
service stations where implements 
are serviced for purchasers. Fur- 
thermore, good will is created by 
demonstrating better and more eco- 
nomical farming methods and 
awarding of agricultural scholar- 
ships to four “H” Clubs. Increased 
purchasing power of the farmer, due 
to better conditions surrounding 
agricultural conditions, will natur- 
ally enhance the possibilities of 
future volume sales for the com- 
pany. Furthermore, larger  ship- 
ments of produce should enable the 
Truck Division to report larger sales 
in the near future. All in all, it is ex- 
pected that 1936 levels will greatly 
exceed those of 1935. The financial 
position of the company is practi- 
cally impregnable assuring the con- 
tmuation of the present dividend 
rate and increasing the possibility 
of larger disbursements in the fu- 
ture. Although the issue has had a 
substantial rise marketwise, we feel 
that the potentialities for greater 
appreciation in the future are such 
that retention of your present hold- 
ings is dictated. 





Collins & Aikman Corp. 


On the basis of Collins & Aikman’s excel- 
lent earnings, said to be around $7.50 a share, 
don't you think its stock should sell con- 
siderably higher? On the basis of such earn- 
ings is a higher fixed dividend rate than $2 a 
year in order?—W. H. I., Chicago, Illinois. 


Although production for Collins 
& Aikman has been retarded in the 
near term just past, nine months’ 
earnings of $6.44 on the common 
stock established a new high. For 
the entire year of 1935 earnings were 
$6.28 per share. For the fiscal year 
to end March 1, 1937, earnings are 
estimated well in excess of $7 per 
share. The possibilities for this at- 
tainment are enhanced when we 
consider the fact that increased con- 
sumer purchasing power will mean 
a large replacement business in the 
furniture trade. Furthermore, upon 
settlement of the strikes prevalent 
in the automotive industry, produc- 
tion will once more be resumed at 
an accelerated rate, thus enabling 
fourth quarter operations to be nor- 
mal. Although prices have in- 
creased for raw materials and labor 
costs are higher, price advances for 


pile fabrics have received an ad- 
vance accordingly, thus offsetting 
the former. When we consider that 
the company supplies more than 
75% of the entire pile fabric up- 
holstery requirements of the motor 
trade we can readily see the possi- 
bility of much larger earnings being 
experienced in the near future. The 
automotive industry itself is look- 
ing forward to some of its best years, 
which should see a resultant increase 
in profits for Collins & Aikman. An- 
other asset of the company is found 
in the fact that they supply material 
to all of the larger automobile manu- 
facturers, thus precluding any effect 
on sales by consumer preference for 
individual models. The manage- 
ment is currently interested in re- 
placing the old 7% preferred with 
a new 5% preferred. This means 
that substantial savings will be real- 
ized by smaller dividend disburse- 
ments, thus enhancing the possibili- 
ties of larger ones on the common 
stock. A strong financial position 
with a fairly liquid condition fur- 
ther substantiates this belief of 
larger dividends in the future. Al- 
though changing inventory values 
present a constant hazard, we feel 
that the demand for the company’s 
products will continue to expand 
with further improvement in_busi- 
ness conditions. This naturally, 
will result in higher profits and 
greater possibilities for larger divi- 
dend disbursements. Likewise, in- 


creased market price should result | 


and continued retention for the 
realization of this is advised. 





U. S. Rubber Co. 


I hold 200 shares of U. S. Rubber pur- 
chased at 1834 on your recommendation last 
February. In view of its appreciation since, 
I am wondering what can be expected from 
here on, and your views will be appreciated. — 


W. E. P., Newark, N. J. 


The record covering 1936 opera- 
tions of U. S. Rubber has not yet 
been published, but it appears prob- 
able that the last half of that year 
produced relatively better results 
than the corresponding half of 1935 
(which in itself, made an excellent 
showing). Of course, one cannot 
say definitely whether or not the 
rise in the price of the stock has 
placed it out of line on the basis of 
earnings ratio to quotations. Un- 
less, however, estimates preliminary 
to the publication of the report 
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prove to be very incorrect, the pro- 
nounced uptrend in earnings in itself 
would justify present price levels. 
U. S. Rubber has been foremost 
among the stocks representative of 
this industry in its market action, 
and with very good reason. This 
company has been able to obtain 
the full extent of its share in the 
sales expansion witnessed during 
1935 and 1936, and because of the 
progress made by the management 
in cutting down operating costs and 
increasing operating efficiency, it has 
been enabled to carry through to net 
earnings, a large proportion of the 
added income resulting from in- 
creased sales. So far as the prospect 
for a continued uptrend in sales vol- 
ume is concerned, one may consider 
the outlook for recovery in the use 
of automobile tires both as new 
equipment and replacement on cars 
and trucks in use. Greatést en- 
couragement, however, is found in 
the increasing use of rubber in the 
automotive field, other than for 
tires; and the increased use of rub- 
ber products, and the application of 
rubber in the manufacture of prod- 
ucts entirely unrelated to the auto- 
motive field. This department of 
the industry is showing relatively 
greater increase than tire consump- 
tion, satisfactory as that has been. 
Through research, new uses are be- 
ing developed and it does not re- 
quire a very active imagination to 
foresee sales expansion based on this 
division of the industry alone, which 
would result in substantially higher 
earnings. Controlled by the duPont 
interests, it would seem that U. S. 
Rubber Co. would fully participate 
in the researches and the benefits 
accruing from these in the future. 


Paramount Pictures Corp. 


I have a substantial profit on my 100 
shares of Paramount Pictures bought last 
year at 12. I would be interested in knowing 
if the same progress can be shown in 1987— 
or if current prices pretty well discount the 
future. Please advise me—D. J. N., Phila- 
delphia, Pa. 


Paramount operates about 1,100 
theaters plus about 400 more asso- 
ciated properties. It is the largest 
theater operator in the motion pic- 
ture industry. The management is 
optimistic on the prospects pre- 
sented for 1937. Unless they are 
unduly optimistic in the prediction, 
current quotations for this stock do 
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not fully evaluate earning power, 
certainly do not discount it. It is 
understood that directors are con- 
sidering plans to refund the present 
6% debenture bonds (about 25,000,- 
000 outstanding) with an_ issue 
which would bear a coupon rate of 
3%. The savings from this source 
would be very considerable, and 
could be applied to share earnings. 
It is indicated that the full bene- 
ficial effect of the complete over- 
hauling of its producing and admin- 
istrative departments, will not be 
registered until the quarterly re- 
ports for 1937 are successively is- 
sued. Increased earnings are antici- 
pated by way of savings through 
more efficient operations. The man- 
agement has engaged upon an ambi- 
tious program of production during 
1937, and already much has been ac- 
complished. They have no doubt 
considered the tremendous increase 
in theater attendance accompanying 
the recovery from the depression, 
and have laid their plans to meet an 
increasing demand for entertain- 
ment on the part of the public. 
Public purchasing power is expand- 
ing. 

These are primarily the bases 
upon which one may reasonably pre- 
dict the kind of earnings statements 
which would furnish an impetus 
marketwise in these shares. 


New York, Chicago & St. Louis 
Railroad 


With New York, Chicago & St. Louts 
common selling around its high for recent 
years, do you advise further retention of 
shares purchased at 3744? Do you envision 
continued progress this year?—P. H. L., 
Seattle, Wash. 


A comparison of the preliminary 
report issued by the New York, Chi- 
cago & St. Louis Railroad Co. for 
1936, reveals that gross revenues 
increased over the preceding year 
22%, net operating income increased 
about 36%, and the net available 
after charges (not including divi- 
cends received on its holdings of 
Wheeling & Lake Erie R. R. shares) 
increased 240%. Considering this 
report one may readily discern the 
cperation of the leverage factor in 
the capital structure. Based on the 
preliminary report, net earnings 
after regular preferred dividend re- 
quirements, approximate $3.50 a 
share on the common stock, not 
taking into consideration the divi- 
dends which it received (about $4,- 
000,000) from its holdings of the 
Wheeling & Lake Erie shares. In 
1935, net earnings were equal to less 
than half of the regular preferred 
dividend requirements. On its pre- 
ferred issue no dividends have been 
paid since July, 1931, and accumula- 
tions amounted to about $33 a 
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share at the beginning of this year. 
Quite clearly, the postion of “Nickle 
Plate” permits it to take full advan- 
tage of recovering industrial activ- 
ity. 

The road not only serves a very 
highly industrialized territory, but 
carries a preponderance of high 
grade traffic. It would indeed, be 
difficult to forecast further expan- 
sion in the production of automo- 
biles, steel, and the other indices by 
which general business activity is 
registered, without at the same time 
according to the “Nickle Plate,” a 
share of the increased traffic volume 
resulting therefrom. Such increase 
in traffic should be followed by the 
kind of earning’s statements which 
could very easily justify firmness 
and strength in the market for the 
shares of this carrier. We favor re- 
tention of your holdings. 





Union Oil Co. of California 
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moment of writing cash assets, of 
course, are much larger than the 
figure given here owing to the re- 
funding developments which have 
been described. Even when the re- 
tirement of the serial debentures 
takes place on March 23, the com- 
pany should have not far from five 
million dollars, only part of which is 
earmarked for plant expansion, 
more than it possessed at the close 
of 1936. 

Fundamentally, the outlook for 
the petroleum industry appears 
good. While crude oil output last 
year established an all-time high, 
breaking the record held by 1929 by 
some ninety million barrels, con- 
sumption, too, has been going ahead 
by leaps and bounds. The con- 
sumption of motor fuel during 1936, 
for example, was about 11 per cent 
greater than in 1935. The demand 
for fuel oils and other petroleum 
products likewise has been increas- 
ing. It is true that some quarters 
hold that gasoline stocks have been 
rising too fast and also true that 
here and there throughout the coun- 
try there have been some price re- 
ductions. Conditions, however, 
were similar last winter, with fears 
being expressed that there might be 
serious demoralization of the mar- 
ket. The pessimists, however, failed 


to take into consideration the great 
increase in general demand that fol- 
lowed. 

This year, with the public in pos- 
session of greater purchasing power 
and with more cars, trucks and 
buses on the road than ever, it is not 
an unreasonable expectation that 
gasoline consumption will be 10 per 
cent higher than in 1936. In any 
event, present indications are that 
gasoline stocks will not move im- 
portantly above last year’s high 
mark. 

Unfortunately, while Union Oil 
unquestionably will feel the influ- 
ence of increased public purchasing 
power and the greater disposition 
of the people to travel, it is to be re- 
membered that the territory in 
which the company operates, so far 
as oil is concerned, is unique and is 
hardly to be considered part of the 
continental United States. There 
are two reasons for saying this. The 
first is a physical one: the Rockies 
tend to isolate the state. They 
dampen the effects of developments 
in other parts of the country and, 
conversely, afford an important 
reason why price wars on the Pacific 
Coast can be confined to that area. 
The second reason is that California 
is not among those which subscribe 
to the Interstate Oil Pact under 
which production of crude is pro- 
rated among a number of important 
oil-producing states. 

Even so, voluntary curtailments 
and agreements have held California 
oil conditions reasonably stable for 
the best part of a year now and there 
seems to be valid grounds for hop- 
ing that they will remain so. In- 
creased consumption at home and 
the re-starting of the export busi- 
ness in conjunction with the cessa- 
tion of the shipping strike should 
be helpful factors. 

In the light of this hopeful prospect 
and the fact that the common stock 
of the Union Oil Co. of California is 
relatively cheap on the basis of 
present earning power, one is justi- 
fied in considering that the issue de- 
serves the investor’s attention. 





In the Next Issue 
kk 
What of Business in 
the Second Quarter? 
By JOHN D. C. WELDON 








Business Again Carries 
Large Inventories 
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gain in the volume of instalment ac- 
counts. The department stores of 
the country showed an increase of 
33 per cent in volume of instalment 
sales for 1936 as compared with 1935, 
Department store charge account 
sales also increased, but the gain 
was only 11.5 per cent. Cash sales 
were nine per cent greater than for 
the previous year. 

Trade reports are virtually unani- 
mous in respect to active buying for 
the account of wholesalers and dis- 
tributors against anticipated future 
demand. Buyers have recently been 
making substantial commitments 
for packaged groceries, canned 
goods, hardware, and _ household 
staples. Style shows in different 
parts of the country have been well 
attended and have attracted more 
than the usual amount of buying. 
Buyers from the Middle West who 
attended the annual style show at 
Chicago last month placed orders 
with apparel manufacturers con- 
siderably in excess of the amounts 
estimated in advance by the pro- 
moters of the show. Jobbers at 
Eastern markets continue to report 
heavy sales to retailers. 

The trend toward higher prices 
and increased volume of business is 
world-wide. The metal working 
industries of all leading countries 
are setting the pace. 

A considerable part of the produc- 
tion of metal working plants abroad 
is going into armament manufac- 
ture. Weapons, armor plate, air- 
planes, warships, ordnance material, 
and transport equipment, not to 
mention ammunition, account for a 
large proportion of European pro- 
duction at the present time. 

Until lately, the available world 
stocks of both ferrous and non-fer- 
rous metals and __ semi-finished 
products were being depleted at a 
rate in excess of the prevailing rate 
of production. That condition is 
changing, however, and the tonnage 
of production is now more nearly 
balanced with demand. 

World output of steel in 1936 was 
the largest in history, due in large 
part to the impetus of heavy arma- 
ment manufacture. A scarcity of 
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ig iron has been felt in countries 
that must depend on the foreign 
market for their supply, and there is 
apprehension in some quarters 
where it is felt a world-wide short- 
age of pig iron might force consum- 
ers to pay substantially higher 
prices for iron and steel. 

Wage increases by domestic steel 
companies, rising costs of materials, 
and a high rate of operation, to- 
gether with the factor of active for- 
eign markets, point to an early 
upward revision of steel prices in 
the United States. Foresighted 
buyers have anticipated a possible 
advance in prices by adding to in- 
ventories. The large automobile 
makers and other consumers of steel 
have bought heavily against their 
future requirements. Railroad man- 


agements have come into the market’ 


for equipment, believing that loco- 
motives and cars will probably cost 
more if bought at a later date. 

Textiles, non-ferrous metals, rub- 
ber, chemicals, foodstuffs, lumber 
and other basic materials have par- 
ticipated in the upswing along with 
steel. The domestic market has 
been the mainstay of the recovery 
in all the basic industries, though 
the export business has been brisk in 
some trades, notably metals and 
petroleum. 

In any consideration of the wis- 
dom or unwisdom of carrying large 
inventories in anticipation of esti- 
mated future demand, the influence 
of the foreign markets on domestic 
price movements must be set down 
as one of the unknown quantities 
affecting the potential profit or loss 
on existing inventories. For ex- 
ample, witness the far-reaching ef- 
fects of fluctuation in the value of 
the French frane as a case in point. 

The decline in the value of French 
currency which resulted from 
abandonment of the gold standard 
by France caused a scramble among 
the owners of francs to convert their 
money into goods and equities, if 
not gold, and there ensued a specu- 
lative buying movement similar to 
that which developed in the United 
States in 1933, at the time the dol- 
lar was devalued. 

The rise of prices in France caused 
a firming of the commodity markets 
in Liverpool, Amsterdam, New 
York and other trading centres the 
world over. A_ general upward 
movement of prices developed in the 
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WORLD WIDE 


Another Milestone of Achievement 


in public service has been passed by the Company _— 
1936. Of the many significant features of the Annua 
Report, perhaps the most striking is that during sixty-six 
eet of operation the Sun Life of Canada has paid in bene- 
ts to its policyholders and beneficiaries more than One 
Billion Dollars. 
Features of 1936 
ASSURANCES IN FORCE—The increase in assurances 
in force reflects the improvement in general busi- 
ness conditions. 
INTEREST RATE earned on the Company’s invest- 
ments again increased. 


ASSETS of the Company increased by nearly seventy 
million dollars in 1936 and are now seven hundred 
and seventy-five million dollars, the highest in the 
Company’s history. 


Dividends to Policyholders 


Participating policyholders will share in the Company’s 
progress by increased dividend payments during 1937. 


ASSURANCES IN FORCE, December 31,1936 - = - = 775,949,087 
NEW ees PAID FOR - - <= = < - 219,966,637 
INCOM = eee ew ele ew on ee 172,215,217 
DISBURSEMENTS - - - - 112,534,410 


EXCESS OF INCOME OVER DISBURSEMENTS - 59,680,807 


PAYMENTS TO POLICYHOLDERS AND BENEFICIARIES: 
During the year 1936 - - - - = = = = -- 77 
Since organization - - - - =---+-+e+e+ee6 


,489,305 
1,046, 104,001 


ASSETS - - - -- 775,145,354 
LIABILITIES (ex. mnettel ataele fend sdienehshibues a/c) 740,485,627 
PAID-UP CAPITAL ($2,000,000) and 

balance at credit of shareholders’ account - $3,450,303 





RESERVE 

for depreciation in mortgagesand realestate 5,788,065 
pa ae RESERVE - - - - = = 10,000,090 
SURPLUS - © © © © © © © @ © © = 15,421,359 


$34,659,727 
The above figures are in conformity with the form of statement 
authorized by the National Association of Insurance Commission- 
ers of the "Jnited States. 

Securities are carried in the balance sheet at book values which in 
the aggregate are lower than market values. 


SUN LIFE ASSURANCE COMPANY OF CANADA 


HEAD OFFICE MONTREAL 











primary markets that was world- _ servers on both sides of the Atlantig 


wide in its ramifications. Prices 
rose perceptibly in the United 
States, and buyers of goods and 
commodities came into the markets 
with orders covering their forward 
requirements, in anticipation of a 
general advance in wholesale and re- 
tail prices. 

In Great Britain, the buying 
movement received even greater 
impetus than in the United States. 
With the franc finally tied to the 
pound sterling, British speculators 
thought they foresaw a further ulti- 
mate recession in the pound with 
reference to the franc and the dollar. 

Some speculatively minded ob- 


prognosticated more inflation as the 
ultimate outcome of currency deval. 
uation and the budgetary policies of 
heavily indebted governments, 
There has recently been talk in Lon. 
don and New York of a possible fur. 
ther devaluation of the United 
States dollar to the limit allowed by 
law. It is certain, however, that 
the Treasury is not now considering 
such a drastic course. What the 
future may bring is anybody’s guess, 

Confidence in the domestic busi- 
ness situation has been heightened 
im recent weeks. A great deal of the 
buymg that is now in evidence ig 
without doubt the kind that is genys 








inely based on confidence in the 
future. Most of it probably is of 
that sort, though many shrewd in- 
dustrialists and merchants are ap- 
parently counting on a further rise 
in prices to a permanently higher 
level. They hope to realize a specu- 
lative profit on their inventories. 

Investors are confronted with a 
diversity of opinion among econo- 
mists and business men concerning 
the probable course of business 
over the coming year. Some fore- 
casters predict a slowing up of activ- 
ity toward the end of 1937. They 
are the skeptics who still cling to a 
belief in the law of supply and de- 
mand, and the old fashioned busi- 
mess cycle. They argue that if 
prices do not continue to advance 
as expected, there will come an in- 
evitable slowing down of business 
later on as consumers fall back on 
their inventories. 

On the other side are those more 
optimistic persons who believe that 
prices will go higher, that labor diffi- 
culties will continue to crop up, that 
wages will be increased, and pur- 
chasing power enhanced. They 
rightly contend that if prices do ad- 
vance, the existing large inventories 
of manufacturers, distributors and 
merchants may prove to be dis- 
tinctly advantageous to those who 
have acquired them. The chances 
are this view will prove correct. 





Natural Gas Makes New 
Records 
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lower than those for manufactured 
gas. 

The three most widely used do- 
mestic fuels are oil, anthracite coal 
and gas. Roughly, cost of fuel oil is 
about 34 cents per 1,000 B. T. U.; 
that of anthracite coal about 41 
cents; and that of natural gas 
around 50 cents. Both oil and coal 
have an edge in cost, but not enough 
in the minds of an increasing num- 
ber of home owners to offset con- 
venience, adaptability and cleanli- 
ness of gas and low depreciation of 
gas equipment. In competition with 
oil burners particularly, emphasis on 
prompt and free service by most gas 
utilities is converting many custom- 
ers to gas. This home heating mar- 


ket is in its infancy and clearly ap- 
pears destined for large growth in 
coming years. 

We have heretofore discussed mar- 
kets and potential markets chiefly. 
The other side of the picture, and 
equally vital, is that of reserves of 
natural gas. Here one is in some- 
thing of a no man’s land. On the 
basis of present consumption the life 
of the Appalachian field has been 
estimated at twenty-five years, that 
of the Mid-Continent, including 
north Texas and Louisiana, at fifty 
years and that of the California re- 
serves at twenty years. Some years 
ago much more gloomy estimates of 
oil reserves were made—only to go 
by the board as new fields were dis- 
covered or deeper drilling was re- 
sorted to. The country would have 
been out of petroleum a decade ago 
if early “estimates” of reserves un- 
derground had proved accurate. 

The same possibility of error is 
present in estimates of natural gas 
reserves, although competent engi- 
neers are of the opinion that at least 
in the Appalachian field new and 
important gas discoveries are un- 
likely. Since this field is closest to 
such potential big markets as New 
York and Philadelphia, the ade- 
quacy of its reserve may be subject 
to doubt. On the other hand, natu- 
ral gas from Texas is today being 
burned every day in Chicago and 
Detroit and there would be no en- 
gineering reason why the eastern 
markets need be wholly dependent 
on Pennsylvania and West Virginia 
gas. On the whole, there is no more 
reason to question the adequacy of 
the national reserves of gas than to 
question the adequacy of our crude 
oil reserves. Neither will run out for 
many, many years. 

On the political side, the natural 
gas industry has thus far remained 
far more immune to attack than the 
electric power industry. The vari- 
cus companies in the industry are, 
of course, subject to a variety of 
intra-state regulation and some de- 
gree of Federal regulation of inter- 
state pipe lines, probably under the 
Interstate Commerce Commission, 
very likely will eventuate sooner or 
later. But natural gas is cheap and 
its price has not become a political 
football, possibly because fewer 
votes are involved than in the case 
of domestic electricity or possibly 
because it simply does not fit as well 
as electric power into the drama- 


tized role of public villain. There 
are no “T V A’s” or other yardsticks 
in natural gas and while a consid- 
erable number of municipalities 
have a yen for going into the elec- 
tric power business none seems in- 
clined to tackle gas. 

It is therefore not surprising that 
the natural gas companies have been 
under much less compulsion than 
the electric companies to lower 
rates; and that they have been to 
a large extent free to adjust their 
own rate structures with regard for 
both promotion of volume and cur- 
rent profits. That is why revenues 
in recent years have advanced more 
sharply than those of electric utili- 
ties and why almost all natural gas 
companies have been able to convert 
a. major proportion of enlarged gross 
into net income. Indeed, the gain 
in profits has been so large that 
some natural gas companies have 
been able to take advantage of low 
interest rates to refund considerable 
bonded debt, substantial savings in 
fixed charges thus strengthening the 
position of equity owners. 

The companies operating wholly 
or partially in natural gas fall into 
several categories, offering a wide 
range for speculative or investment 
choice. Including companies whose 
stocks are listed either on the New 
York Stock Exchange or the New 
York Curb Exchange and disregard- 
ing a large number not so listed, 
there are United Gas and Arkansas 
Natural Gas, both fully integrated 
as to producing, pipe line and other 
distributing facilities. Another group 
is made up of companies impor- 
tantly interested in electric power 
as well as natural gas. These include 
Columbia Gas & Electric, Pacific 
Gas & Electric, Cities Service, which 
controls Arkansas Natural Gas, and 
Pacific Lighting. The last named is 
chiefly a gas company and will be 
wholly so when and if proposal of 
the City of Los Angeles to acquire 
in electric facilities in that city is 
consummated. About two-thirds of 
the revenues of Columbia Gas & 
Electric are derived from gas. Then 
there is Electric Power & Light, 
which holds control of United Gas. 

In still another class are the car- 
bon black companies, United Car- 
bon and Columbian Carbon. These 
produce natural gas for their own 
needs in manufacture of carbon 
black and sell the surplus for fuel 
use. Finally, many of the large oil 
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companies are extensive producers 
of natural gas and either have im- 
portant interests in gas lines or sell 
their gas supply under long term 
contracts to gas systems. In this 
class are Standard Oil of New Jer- 
sey, Standard Oil of California, Ohio 
Oil, Phillips Petroleum, Seaboard 
Oil, Houston Oil and the Texas 
Corporation. 





“Big Steel" 





(Continued from page 615) 


such as this will normally command 
a lower price-earnings ratio than in 
the case of companies of more stable 
earning power, for example, chemi- 
cals. Even in the unbridled specu- 
lation of the last boom “Big teel” 
was always reasonably priced on 
earnings. At its peak price in 1929 
it sold and only 12.3 times that 
year’s net per share. For the six 
years 1924-1929 — taking highest 
price of each year in relation to 
earnings of that year—the average 
price-earnings ratio was 12.4. Per 
share net for those years averaged 
$14.18. 

Assuming that “Big Steel” is now 
heading back to—and within a not 
too distant time will reach—the 
volume and profits of the 1924-1929 
period, the common on a price-earn- 
ings ratio of 12.4 would sell at ap- 
proximately 173, against present 
quotation around 111. This is not 
a prediction, but does indicate the 
possibilities. So far as volume is 
concerned, it is at this moment only 
moderately below the 1924-1929 
average and is rising. Any forecast 
as to the second quarter must be 
qualified in two respects. First, 
strikes in coal or steel may tempo- 
rarily change the picture. Second, 
we do not know what percentage of 
present steel volume _ represents 
stocking against the contingency of 
fabor troubles. The second half of 
the year, of course, is even more of 
a closed book. 

These considerations are cited to 
emphasize that there is a danger in 
placing overly optimistic specula- 
tive hopes on “Big Steel” for the 
near term, after the line advance 
already experienced. For the longer 
term, however, there is still a huge 
accumulated deficiency in durable 
goods to be made up and the ex- 
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isting credit base is so enormous as 
to imply that the “money” factors 
will probably remain generally fa- 
vorable for many years to come, 
even though interest rates have put 
bottom behind. We therefore re- 
gard it as a rational assumption that 
before the present underlying for- 
ward movement tops out “Big Steel” 
will equal and exceed any volume 
attained in the past. 

Will profit on such volume be 
comparable to that of the past? 
This, it need hardly be said, is a 
complex question. Labor costs loom 
large in steel, are now higher than 
ever before and probably will rise 
further, with pressure to this end 
coming at present both from the 
C. I. O. movement and from the so- 
called company unions. Excluding 
inter-company sales, out of every 
dollar of sales of “Big Steel” in 1935 
46.6 cents went to labor, as com- 
pared with 39.3 cents in 1929 and 
43.5 cents in 1926. The figures for 
1936 have not yet become available. 

While wage rates were raised an 
average of about 9 per cent last 
autumn, it must be remembered that 
unit labor costs depend not only 
upon hourly wage rates but upon 
the volume of production. The per- 
centage of the company’s sales dol- 
lar going to labor was lower in 1929 
than in 1926 because in 1929 the 
average operating rate for the com- 
pany’s manufacturing facilities was 
substantially above that of 1926. 
Similarly, the labor percentage in 
1935 was higher than in either 1929 
or 1926 partly because of higher 
hourly rates but also importantly 
due to the fact that operations for 
the year were at only 38.8 per cent 
of capacity. 

How this works out is shown by 


the fact that the company’s oper- 
ating profit per ton of finished steel 
shipped during the fourth quarter 
of last year was approximately 
$7.36, an increase of about $2 per 
ton over profit in the third quarter, 
despite the fact that higher wage 
rates were operative during part of 
the fourth quarter and for that pe- 
riod were not offset by higher prices. 
At present it is probably around $9 
per ton. The improvement in profit 
margin was due to increase in per- 
centage of capacity operated. Thus, 
the ability of the company to ab- 
sorb still higher wage costs—within 
reason and without serious impair- 
ment of profits—depends largely 
upon the level of the operating rate, 
the present trend of which is making 
for lower unit labor costs and im- 
proving profit margin. 

There are also some other favor- 
able factors in the cost outlook. 
First, the company is in major de- 
gree self-sufficient in ownership of 
its own sources of raw materials and 
is thus protected on this score 
against adverse effects of a general 
commodity price rise. Second, in 
addition to steel, it is the biggest 
factor in cement and owns extensive 
railroad properties which, while de- 
voted chiefly to its own needs, like- 
wise handle some traffic for others. 
The long term building prospect is 
highly favorable. These two divi- 
sions represented heavy drains on 
“Big Steel” in the depression but are 
likely to contribute importantly to 
earnings over any further period of 
general economic expansion. Third, 
retirement of a large total of debt 
in 1929, with saving of some $20,- 
000,000 in fixed charges, contributes 
materially to net profit per ton of 
steel sold. Fourth, and of vital im- 
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New York Curb Exchange 





There has been nothing uniform 
about the price movement of the 
stocks on the New York Curb Ex- 
change over the two weeks period 
ending with Washington’s Birthday. 
The metal stocks were the star per- 
formers on the up side, their gains 
being the natural response to the 
feverish buying of copper, lead, zinc 
and other metals which is current- 
ly taking place. The announcement 
of the tremendous British re-arma- 
ment program has had the effect of 
gasoline thrown on something al- 
ready blazing. 

New Jersey Zinc, whose earn- 
ings of $2.67 a share represented by 
no means a sensational gain over 
the $2.37, began an attack on its 
1936-high of $92, while Eagle Pitch- 
er Lead went into new high ground 
for the recovery. Hudson Bay Min- 
ing & Smelting was another issue 
that did well, gaining nearly six 
points in the week ended February 
20 and at 3914 is also at a new high. 
Apparently in accord with some 
kind of sympathetic reaction to the 
world’s belligerency were the gains 
registered by the stock of Colts 
Patent Fire Arms. There are evi- 


dently some people in this country 
who believe either that the United 
States’ neutrality legislation cannot 
be made to stick or that we our- 
selves will be forced to intensify our 
re-armament program to the benefit 
of munition makers. 

Yet, while the action of the 
metals and certain specialties gave 
a superficial appearance of strength, 
the performance of many important 
stocks was quite colorless. Public 
utilities, for example, actually lost 
ground, although the important 
Electric Bond & Share Co. went 
against the general utility trend. 
Creole Petroleum, Gulf Oil and 
Humble -Oil were among the im- 
portant petroleum stocks to close 
last week fractionally lower. 

Recent sessions on the Curb con- 
firm the extreme selectivity of to- 
day’s security markets. In bull 
markets of the past there was a 
tendency for the great majority of 
stocks to move in concert. It is a 
peculiarity of the present market 
that stocks need good news and 
plenty of it to keep rising: if the 
news is not forthcoming they imme- 
diately relapse into stagnancy. 





ACTIVE ISSUES 
Quotations as of Recent Date 





1937 
Price Range 
— Recent 

Name and Dividend Yigh Low Price 
Alum. Co. of Amer.......... 173 146 164 
Amer. Cyanamid B (1.60)..... 335% 31% 3314 
Amer. Gas & Elec. (1.40)..... 483%, 39 43 
Amer. Lt. & Tr. (¢1.20)....... 26% 21% 223% 
Amer. Superpower........... 3 2%, 24%, 
Assoc. Gas & Elec. (1.40).... 4834 39 43 
CNMI. 5 52 oi acnpsensc 5% 4, 4%, 
Cities Service Pfd............. 60 50%, 52% 
Colum. G. & E. cv. Pfd. (5).... 104144 83 873, 
Colum. Oil & Gas (+.20)...... 10% 7% 8, 
Commonwealth Edison ({4).... 139 1184, 128 
Consol. Aircraft.............. 277, 22%, 285% 
Consol. Copper ............. 1014 T%, 9%, 
Consol. Gas Balt. (3.60)....... 894%, 84%, 84h 
Creole Petroleum ({.50)....... 38 3444 351% 
Eagle Picher Lead (*.10)...... 27% 20% 25 
Elec. Bond & Share .......... 284, 21% 25% 
Elec. Bond & Share Pfd. (6)... 87% 79 845 
Ex-Cell-O A. & T. (1.60)..... 26% 183%, 251% 
Ford Mot. of Can. A" (1).... 2934 221%, 27% 
| ees 30 18% 291% 
Glen Alden Coal (t1)........ 15 12%, 12% 
Gulf Oil of Pa. (*.25)........ 63% 575%, 59% 
Hudson Bay M. & S. (1)...... 35% 321%, 35 
Humble Oil (1.50)........... 87 77% 86 


1937 
Price Range 


———— Recen, 


Name and Dividend High Low Price 
Imperial Oil (7.50)..........- 22 21 21% 
Iron Fireman (1.20)........... 27% 23% 25% 
Jones & Laughlin............ 120 90%, 118 
Lake Shore Mines (74)....... 58% 56 58 
PUTIN. 5.0552 ann coces 11 91%, 914 
Mueller Brass ({1)............ 50 41%, 50 
National Bell Hess........... 3% 256 3 
National Sugar Ref. (2)....... 28 254%. 26%, 
New Jersey Zinc (f2)........ 85% 78 19%, 
Newmont Mining (*°.75)...... 135 120 127 
Niagara Hudson Pwr. (1.40)... 16% 15% 153% 
Niles-Bement-Pond ({1)...:... 51 444, 47%, 
Pan-Amer. Airways (71)...... 75% 59%, 71 
Go Bes 9% 1% Ty 
LC. | ae 5 4% 4% 
Pepperel Mfg. (16).......... 14734, 130 130 
Pitts. Pl. Glass ({6)........... 147% 125 141 
Sherwin-Williams (4)......... 152 133 148 
Ee ae ee 135 9% 12% 
United Lt. & Pw. "A"........ 1% 8 9% 


United Lt.& Pw.cv.Ph.Cl."A".. 75% 60 65% 


* Paid this year. 
+ Annual rate—not including extras. 
t Paid last year. 








portance, if trend of labor rates is 
upward, so is the trend of steel 
prices. 

The American worker is not a 
hog and will usually listen to rea- 
son. Probably there will be a tem- 
porary conflict on union “recogni- 


tion” and wages, as there wag 
recently in the case of General Mo- 
tors. How “Big Steel,” for years de- 
termined in its open shop attitude, 
will react to the “recognition” issue 
is beyond this writer's knowledge 
and remains to be seen. On a guess, 
let us say that it will probably come 
around ultimately to making some 
concessions both as to “recognition” 
and wages—without disaster to its 
profit margin. 

On part of the present quarter’s 
rising volume higher prices, an- 
nounced some weeks ago, are effec- 
tive. We believe it wholly probable 
that any further wage increases can 
be offset by equivalent increase in 
prices, for while it is true that there 
is a limit to price-raising beyond 
which volume is curtailed, that limit 
is much more elastic in the case of 
capital goods and the materials go- 
ing into capital goods than it is in 
consumption goods. The consumer 
looks hard at the price of an auto- 
mobile or a suit of clothes, but the 
manufacturer’s demand for steel de- 
pends more upon his judgment of 
the nearby outlook for his own busi- 
ness than upon relatively moderate 
variations in the price of that steel, 

In composite, finished steel is now 
about 2.282 cents per pound, against 
2.297 cents in 1929 and 2.254 cents 
in 1928. The figure, however, is 
somewhat misleading. For example, 
rails and standard steel pipe—both 
important to any heavy steel pro- 
ducer—are substantially under 1928- 
1929 prices. Structural shapes are 
priced close to the boom level and 
so are most light steels. To the ex- 
tent that United States Steel has 
expanded its facilities in light prod- 
ucts in the past year or so, its price 
structure and profit margin have 
been improved and will be further 
improved by the present year’s capi- 
tal expansion program. Neverthe- 
less, any substantial additional wage 
rise will require and justify further 
price rise in various heavy steels. 

“Big Steel” has only one financial 
problem. Barring dividends on the 
common for the present are accumu- 
lations of about $33,300,000 on the 
preferred stock or $9.25 per pre- 
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ferred share. There are rumors that 
this may be taken care of by stock 
fnancing, but relative both to total 
capitalization and working assets 
the amount is small, and whatever 
method of liquidation is followed 
will not importantly affect the mar- 
ket status of the equity. Net work- 
ing assets, starting this year, were 
the huge total of $391,421,435, a 
moderate increase over total at the 
close of 1935, despite large expendi- 
tures for plant betterment. 

In a nutshell, “Big Steel’ has re- 
juvenated itself and can look to the 
future with confidence in its new- 
found ability to adjust itself to 
changing circumstances and require- 
ments as regards steel production 
and public relations. The economic 
trend is strongly in its favor. Vol- 
ume and profits are rising. In time 
the stock will sell much higher. 





Capital Gains Tax Revision 
Likely 





(Continued from page 610) 


low rate of about 15 per cent, the 
tax on this man’s $100,000 invest- 
ment profit would be only $15,000, 
a saving of $3,000. 

Mr. Parker’s third suggestion, the 
one which he apparently favors, is 
a mixture of the first two. It con- 
sists of a proposal that capital gains 
and losses be segregated from other 
income, that only a percentage of 
them varying inversely with the 
length of time they have been held 
be considered for tax purposes, and 
that net capital gains be taxed under 
a special series of low, graduated 
rates. The benefits to investors 
work out in the same way as has 
been explained under the second 
proposal except that they are even 
greater under this third proposal. 

As opposed to these plans for 
lowering the capital gains taxes, 
Under Secretary Magil, two months 
before he entered the Treasury, pub- 
lished a book in which he advocated 
a system of taxing capital gains on 
securities which, during this stage of 
economic recovery, would increase 
the applicable levies. 

Heretofore the Government has 
always taxed investors and specu- 
lators, other than dealers in securi- 
ties, on the actual cash profits which 
they realized upon the sale of their 
stocks and bonds. Unrealized ap- 
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preciation or depreciation in the 
value of security holdings was not 
considered for tax purposes. Mr. 
Magill proposes that investors be 
allowed to inventory their securities 
at market value at the end of each 
taxable year, and any net apprecia- 
tion in the total market value would 
be added to the taxpayer’s income 
from other sources and the total sub- 
jected to the regular normal rates 
and surtaxes. 

An investor, for instance, owns a 
block of stock on December 31, 1937, 
which has a market value on that 
date $50,000 greater than on De- 
cember 31, 1936. He owns another 
block of securities the market value 
of which has gone down by $10,000 
during the year. His net gain for 
the year is $40,000, he must add 
this onto his other surtax net in- 
come, and pay a tax on this “paper” 
profit even though he has not netted 
a single cash dollar. During a period 
of rising security prices investors 
would always have such “paper” 
profits on which they would be 
taxed. 

This inventorying method would 
greatly increase the income taxes on 
profits realized from assets held a 
long time. Under the present law 
an investor who sells out stocks at 
the end of ten years, realizing a 
profit of $100,000, would pay income 
tax on only 30 per cent of this sum, 
or on only $30,000. On the inven- 
tory basis he would have paid tax 
on the entire $100,000 as it accumu- 
lated, and the more abrupt the rise 
in the stock’s value, the heavier the 
income tax would have been. 

On the other hand, during a period 
of declining security prices the in- 
ventory method would work to the 
investor’s advantage. He could 
show “paper” losses, deducting them 
from his taxable income from other 
sources such as dividends and in- 
terest. If his unrealized losses in the 
market were great enough, he might 
not have to pay any income taxes 
although he derived a sizable income 
from his salary and his investment 
yields. 

Because the Supreme Court has 
never countenanced taxation of un- 
realized income, Mr. Magill proposes 
that taxpayers be allowed an option 
of reporting their capital gains and 
losses under the inventory method or 
some other method, but he would 
make the other system so unattrac- 
tive as to insure virtually universal 
use of the inventory method. Sim- 





Dividends and Interest 








RCE, 


TRUST 





(reRCAL 
CORPORATION 


Convertible Preference Stock, 
$4.25 Series of 1935, Dividend 


A regular quarterly dividend of $1.06 on the 
Convertible Preference Stock, $4.25 Series of 
1935, of COMMERCIAL INVESTMENT 
TRUST CORPORATION has been declared 
payable April 1, 1937, to stockholders of 
record at the close of business on March 5, 
1937. The transfer books will not close. Checks 
will be mailed. 


Common Stock—Regular Dividend 


A regular quarterly dividend of $1.00 per share 
in cash has been declared on the Common Stock 
of COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable April 1, 1937, to 
stockholders of record at the close of business 
March 5, 1937. The transfer books will not close 
Checks will be mailed. 

JOHN I. SNYDER, Treasurer 
February 18, 1937. 
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AMERICAN RADIATOR 


STANDARD SANITARY 





CORPORATION 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share on 
the Preferred Stock has been declared payable 
March 1, 1937, to stockholders of record at 
close of business February 23, 1937. 
A quarterly dividend of 15¢ per share on the 
Common Stock has been declared payable 
March 31, 1937, to stockholders of record at 
close of business February 26, 1937. 
Transfer books will not be closed. 
ROLLAND J. HAMILTON 

February 10, 193 Secretary and Treasurer 


———— 


















MOTOR WHEEL 
CORPORATION 
Dividend Notice 


Lansing, Michigan 
February 8, 1937 


The Board of Directors today 
declared a quarterly dividend of 
forty cents (4oc) per share on the 
common stock payable March 10, 
1937 to stockholders of record 
February 20, 1937. 


C. C. Carlton, 
Secretary. 


























Chrysler Corporation 
* DIVIDEND ON COMMON STOCK * 


The directors of Chrysler Corporation have de- 
clared a dividend of one dollar and fifty cents 
($1.50) per shareon the outstanding common stock 
payable March 13, 1937, to stockholders o 
record at the close of business, February 20,1937. 


B. BE. Hutchinson, Chairman, Finance Committee 
psc eg SA SR 
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ilarly, once a taxpayer had elected to 
use the inventory basis, he would 
have to stick to it and could not 
switch away from it during a year 
when the alternate basis would give 
him a lower tax. 

These are the only concrete sug- 
gestions, short of outright repeal, for 
changing the existing capital gains 
and losses section. Which one Con- 
gress will adopt, if it adopts any, 
is a matter of speculation. 





Congoleum-Nairn 





(Continued from page 639) 


influenced by many of the same 
basic factors which stimulate new 
building. For example, recovery in 
real estate values and _ increased 
rentals, increase the spending power 
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BANK AND TRUST COMPANIES 








INSURANCE COMPANIES—(Continued) 














Bid Asked Bid — 
ae 821 Home (71.15).. . 38 fo 
— Ee |S ee eae oe " 40 “ Ins. Co. of North America (2%). :. a 71% 
Bank of N.Y. & Trust (14)... 525 533 Maryland Casualty. - 8 8% 
Central Hanover (4).. .. £48 149 National Fire (2). . iathwewss + 4 
Chase (1.40)............ 60/2 62% ~—~Phoenix (}2%).. ee ae 
Chemical (1. 80). Pubeases . 16% 781 Sun Life o (334)... ace .. was 
| Sa Perrine. | 59 Travelers (16). . ove : 512 522, 
Corn Exchance (3)........ a 74 75 United States Fire (121)... - 56% 58% 
First National (100). . -...se..2550 2590 Westchester F. (71.30).........-. . 36% 381%, 
ae 377 382 
ae — (. + cone aver INVESTMENT TRUST SHARES 
nufacturers . ae 1 1 
New York (5)............. | a og say oat ee — = 
United States Trust (+70). . ; . 2080 2130 1s 1° 3.5 aan ae 2354 2534 
Corporate Trust—AA.. 3.82 PEK 
INSURANCE COMPANIES Fidelity Fund......... 29.42 aed 
Aetna Fire (1.60) Incorporated Investors. . 27.16 29. 
Aetna Life (11. 10). | rer rey ged Herd 
Am. Surety (2%).. Neto Wide Securities B......) aga 5008 
oe ih i ie No. Amer. Trust Shares 1958........ 3.51 ieee 
Globe a + a 7 ao “y «a _ See ee — 
maitre pencer Trask Fund...............- f 7 
Great American (14 cit 20). PCOS 3944 7] Uselps Voting Shares. . . dang ee 1.29 
Hartford Fire (2)... ... ; 72% 7414 t Includes extras. 
Over-the-Counter 
Quotations as of Recent Date 
Bid Asked Bid Aske 
American Book Co. , odcuscwe se 65 69 Kansas ~ . Electric Pfd. (7)....... 113 11414 
Climax Molybdenum (*1).........- 4652 4852 Kings Co. Ltg. Pfd. (7)........ .2 ae 85 
Columbia Broadcasting “‘A'' (*3.30). 4934 511% Long Island te. Pid. (7) 92 
Crowell ny may 2s &¢ | 53%, 5534 Nebraska — Pfd. (7) pee 
Dictaphone Corp. (1).............. 63%, 661% Nor. States Pwr. Pfd. (7) 95 981, 
Draper Corp. (*4.40).............. 83 86 Pacific Power & Light Pfd. (7)....... 87 89 
OES OSS | Sareea 33 35 Tennessee Elec. Power Pfd. (6)...... 6634 681% 
National Casket (3)................ 491/ 511% Tennessee Elec. Power Pfd. (7)...... 713%, 75%, 
Scovil Mfg. (12.25)............... 5 53 Texas Power & Light Pfd. (7)........ 1101 12 
Singer Mfg. Co. (*16).............. 340 346 Utica Gas & Elec. Pfd.(7).......... 102% 103%, 
Trico Products (*3Yg).............. 4114 427% 
Wileox & Gibbs (1)............... 26 28 TELEPHONE & TELEGRAPH 
PUBLIC UTILITIES Mountain Stites Tel 8Tel (6)... 452) 455 
Alabama Power Pfd. (7)........... 84 86 Northwestern Bell Pfd. (61/)........ 105%, 10614 
Carolina Power & Light Pfd.(7)..... 99 100 Peninsular Telephone (*11/4)........ 293/g 30%, 
Central Maine Power Pid. (31/2)... .. Rise 98 Southern New England Tel. (7)...... 164 16614 
Columbia Rwy. Pwr, & Lt. Pfd. (6). . 111% 
Consumers Power Pfd. (6).......... 108 %y 10614 * Includes extras, 
Jersey Central Pwr. & Lt. Pfd.(7).... 97 99 t Paid last year. 








of both householders and landlords, 
two classes which constitute a large 
proportion of the ultimate consum- 
ers of floor coverings. Federal Hous- 
ing Act “home loans” have covered 
the purchase of floor coverings used 
for renovation. The special rebuild- 
ing in sight in flood areas will in- 
clude very substantial expenditures 
for replacement of damaged floor 
surfaces. Congoleum-Nairn extended 
its stake in the building supply field 
several years ago through the devel- 
opment of a comprehensive line of 
“Sealex” wall coverings for use in 
both commercial buildings and for 
home decoration. Artistically styled, 
the wall covering line offers the ad- 
vantages of low cost, light weight, 
lasting, washable wall finish that is 
asy and cheap to install. Due to 
the abnormal level of new building 
in recent years, the company has 
not attained the potentialities, in 


additional sales outlets, originally 
anticipated. From the manufactur- 


ing standpoint, it is worth noting, 
however, that the wall covering ma- 
terials can be turned out on the 
company’s continuous process ro- 
tary machinery, involving a rela- 
tively small cost for the creation of 
new designs and patterns and enab- 
ling the company to utilize excess 
production capacity. 

Considering the relatively stable 
earnings record of the company, its 
moderate capitalization, absence of 
funded debt, strong financial posi- 
tion and generally favorable trade 
prospects, Congoleum - Nairn shares 
are regarded as an equity of invest- 
ment calibre. At the end of 1929, 
there was $1,445,300 preferred capi- 
talization outstanding ahead _ of 
1,641,026 shares of no par value 
common stock. Subsequently, all of 
the preferred has been retired, 
251,026 shares of common were 
purchased in the open market and 
retired and an additional 147,000 
shares acquired and held in the trea- 
sury, reducing the amount publicly 
held to 1,243,000 shares, as of Dec. 
31, 1936. At the same date current 
assets aggregated $16,070,586, in- 
cluding cash and Government se- 
curities of $6,924,741. In addition, 
the company had marketable securi- 
ties not indicated as a current asset, 
with a marketable value of $2,500,- 
000. Only $1,521,678 of accounts 
payable and tax reserve stood ahead 
of the common stock. 


The trade prospects of the com- 
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pany at present warrants a reason- 
able expectation of substantial earn- 
ings improvement on the larger 
volume of sales that appears to be 
in sight during the next few years. 
Together with other branches of the 
house furnishing trade, a very large 
volume of necessary replacement 
and renovation in floor coverings is 
believed to have accumulated dur- 
ing the depression and only with the 
improvement in public purchasing 
power during the past year or so has 
this backlog been translated into ac- 
tual sales. The most important ele- 
ment on the unfavorable side is the 
excess capacity of the hard surface 
floor covering industry and the pos- 
sible restrictions on profit margins 
in an industry that continues to be 
highly competitive notwithstanding 
the concentration of production into 
relatively few hands. Improvement 
of sales volume in prospect should 
alleviate this circumstance, how- 
ever, and the attainment of larger 
volume would enable Congoleum to 
utilize its low cost machinery to bet- 
ter advantage through longer pro- 
duction runs of the numerous indi- 
vidual items in its comprehensive 
line of products. The company ap- 
pears well fortified against raw ma- 
terial advances. Because of the 
highly mechanized manufacturing 
processes, it should be relatively free 
from unexpected increases in labor 
costs, and from interruption to pro- 
duction from labor difficulties. 
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Airplane Co. for six four-motor 
ships, each capable of carrying thir- 
ty-two passengers and a cargo of 
nearly four thousand pounds. TWA 
has options on seventeen additional 
ships. The interesting feature of 
this particular order is that it ap- 
parently spells the end of a gentle- 
men’s agreement between the princi- 
pal air transport companies under 
which they would co-operate in the 
production of standardized equip- 
ment and in this way prevent the 
recurrence of the cutthroat competi- 
tion which made new planes obso- 
lete long before the end of their 
physical life. If this development 
should indeed mean an equipment 
race, it means that the bright out- 
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look for companies engaged in air- 
craft construction has been further 
enhanced, but that transport pros- 
pects have been somewhat dimmed. 


Earnings Up for Underwood- 
Elliott-Fisher 


Reporting for the year 1936, 
Underwood-Elliott-Fisher showed 
earnings equivalent to $5.06 a share 
of common stock, or a substantial 
advance over the $4.36 a share for 
1935. It was said that there were 
good gains in export business, a 
development which shows that the 
United States is not the only coun- 
try where the modernization of 
office appliances is proceeding 
apace. Underwood-Elliott-Fisher’s 
earnings last year were considerably 
in excess of the dividends of $2.8714 
a share which were distributed and, 
ii may reasonably be expected that 
stockholders will be beneficiaries of 
larger distributions this year. In- 
deed, the last several quarterly dis- 
tributions have been 75 cents, indi- 
cating at least a $3 rate. There are 
not many first-line companies for 
which the outlook is distinctly 
bright selling at less than twen- 
ty times last year’s per share 
earnings and the common stock of 
Underwood-Elliott-Fisher at current 
quotations of $95 a share would 
seem to be somewhat behind the 
market. 


New Financing by Pure Oil 


Further steps to simplify the com- 
pany’s capital structure are em- 
bodied in the proposal of Pure Oil 
to issue $42,000,000 preferred stock 
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carrying a dividend rate reported af 

414%. Proceeds from the sale g 

new preferred stock will be used 

to retire $28,500,000 414% notes 

$4,000,000 in bank loans and $7,669. 
000 8% preferred stock. Exercise of 
the warrants attached to the 449) 
notes, entitling holders to purchase: 
30 shares of common stock at $15 g) 
share, will provide additional funds 
so that the company will have ap 
proximately $8,000,000 for capital: 
expenditures, most of which wif} 
doubtless be devoted to increased’ 
refinery facilities. Adherence to pro. 
ration schedules last year resulted 
in a decline in net and the common’ 
stock earned about $1.60 a share ag. 
compared with $2 a share in 193§,) 
Giving effect to the proposed finane. | 
ing, preferred dividend requirements | 
will be less and capitalization will” 
consist, in addition to the new pre 
ferred, of $28,275,900 6% preferred’ 
stock and about 4,000,000 shares of 
common. 





As I See It! 
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law-giver, won only the respect of* 
his people, although he _ brought 
them safely through the Red Sea 
and fed them manna when they> 
were starving in the wilderness. Yet! 
history does not record anywhere 
that people were willing to die for 
his sake. 

Business is at a great disadvan- 
tage with the politician because) 
business thinks in terms of exact 
sciences, efficient machinery, definite | 
facts, precision to a hair; while 
politicians deal with intangibles= 
with ambitions—with dreams—with } 
imagination—with emotions. 

If business would only recognize” 
this difference and adjust itself to 
what is required to meet this situa- 
tion, it could prevent the ills that 
are in the offing. It will be too late’ 
to do anything when the calamity] 
is upon us—‘“after the horse is stok 
en.” Now is the time for business 
to dramatize the story of its service 
to mankind. Certainly there is 
enough wisdom and intelligence and | 
psychological understanding among 
its leaders to enable business to 
take the necessary preventive mea- 
sures to overcome the catastrophe 
of internal strife. 
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